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PREFACE. 



The object of the following pages is to explain, iu 
a plain and familiar manner, what money, Banking, 
and currency, properly speaking, are ; and how it 
l)ehoves us to deal with them at present in this 
country. I conceive that this object may be 
realized in a manner the most satisfactory, and 
that the information conveyed will be rendered 
valuable to the greatest number of persons, by 
giving an intelligible account, clear of all technical 
expressions, of the doctrines of the leading autho- 
rities upon the subject, the different systems pro- 
pounded, and the results of the efforts that have 
been made to carry them into execution. 



A Yolimie of this desmptioD, if correctly written 
in a readable style, most. I appnelieiKL be accept- 
able to people of all ranks. The matters it relates 
to intimately conoem all our great masses, agricul- 
tural, manufacturing, and conmiercial; they are 
not only of the highest importance in their bearings 
and effects, but they have a particular interest even 
as subjects of abstract inquiry. If to these consi- 
derations we add another, — namely, the ignorance 
so generally and so strangely prevailing amongst 
us upon the question of money, banking, and cur- 
rency, enough, perhaps, will have been premised to 
indicate that the work will be likely to find many 
readers, if justice be done to his undertaking by the 
author. 

As it may be satisfactory to state what the con- 
tents will embrace, a synopsis of them is subjoined. 
There will be, — 

I. An account of Banking generally, and of the 
trouble Parliament has taken, for some years, to 
onlighton the people respecting it. 
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2. A notice of the private Bankers of London, 
and their present system and condition. 

3. An abstract of Adam Smith''s Theory of Bank- 
ing and Currency (which will be adopted as the 
best that has been given), and of the encroachments 
made upon it. 

4. Explanations of the doctrines of the Bullion 
Committee of 1809, and the points in which that 
body differed from Adam Smith — Mr. Ricardo'^s 
theories respecting an improved currency — PeePs 
Bill — The resumption of cash payments in 1819 — 
and the failure of Mr. Ricardo'^s plan of a gold-bar 
standard in lieu of coin. 

5. A sketch of the fluctuations in the currency, 
produced by the inconsistent functions imposed by 
the Legislature upon the Bank of England ; and 
particulars of the series of panics by which the 
country has been so heavily distressed since 1797. 

6. Examination of Mr. Samuel Jones Loyd'^s 
doctrines for regulating the issues of the Bank of 
England according to the foreign exchanges ; and 
the effect produced by the trial already made of 
that experiment. 
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7. Sketches of the history and prospects of the 
Bank of England — Of the growth and comparative 
decline of the private Banking system ; and of 
the rise and progress of joint-stock Banks. 

8. An account of Banking in Scotland and Ire- 
land. 

9. The question of a specie standard — Grold and 
silver — the proposed plan of one Bank of issue ; 
and outlines of a new and improved monetary 
system. 

This summary, it will be perceived, comprehends 
the leading topics into which the great subject of 
money divides itself ; and as cardinal principles and 
dominant facts will be introduced with a running 
historical commentary, it will probably be felt that 
there is room to make much that is in itself crude 
and dry, not altogether uninteresting, by the way 
in which it is treated. One promise the writer ven- 
tures to make, and with it to conclude this preface. 
The same information will not be found in any one 
extant volume. He has been induced to prepare 
these pages for the press, because he has seen that 
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the published accounts of our monetary vicissitudes 
and changes — ^the theories and experiments of late 
years — are distributed through an infinitude of 
tracts, pamphlets, separate volumes, and parlia- 
mentary reports, the whole of which are rarely 
accessible with ease, and, even when accessible, do 
not present the most convenient or complete 
sources of information. This fact suggested the 
idea, that a manual of the leading topics connected 
with Banking and the Currency, comprising an 
epitome of the doctrines that have been broached, 
and the various trials that have been made, during 
the period referred to, with the view of placing the 
money market in a good condition, would prove 
not altogether an unacceptable pubUcation to prac- 
tical men, nor an uninstructive one to Members 
of Parliament and others, whose province it will 
be, during this and the next session, to prepare 
themselves for legislation upon the subject. 

D. H. JuN. 

Westminster, April 4, 1842. 
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CHAPTER I. 

Banking, every man's affair — Resojt of the pains taken by 
Parliament to enlighten the Public on the subjeet — The au- 
thorities differed in opinion before, and they differ still — Secret 
Committees-— description of — Give no account of Bankrupt 
Banks — No rule of good Banking, and no exemplification of 
Banks that do well and Banks that do iU— Old Mr. Lefevre's 
definition of Banking to a customer with a bad memory — 
Great want of Banking acconmiodation in the spring of 1841 
—Contrast between the state of Banking now and that 30 
years ago. 

Banking, in a commercial community, is every 
man^s afiair. In the present relations of society it 
not only afl^ts us one and all, more or less directly, 
but is so potent and penetrating that there is no 
escaping from its influence, or getting on without 
direct and intimate connexion with it. More truly 
than nine out of the ten millions of things to which 
the quotation has been applied — ^'Tis like the 
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2 BANKING, EVERY MAN'*S AFFAIR. 

air we breathe— if we have it not, we die.*" It 
pursues us in the streets, follows us to our homes, 
pierces each household nook and cranny, embraces 
our whole existence, public and private, and con* 
stitutes the very soul and being of all our pursuits, 
interests, relations, undertakings, dependencies, and 
possessions. What is there in all this broad and 
stirring land of ours that a man can begin without 
a Bank ; and what, however well begun or con- 
ducted, that will not, when the Bank refuses accom- 
modation, at once stop, sink, and be for ever ex^ 
tinguished! There is nothing of which we can 
treat — ^nothing upon which we can act — nothing 
to which we can allude — which is not closely mixed 
up and deeply compounded and amalgamated with 
it. Moot the Com Laws 'pro and con; inquire 
into commercial or manufacturing distress ; lecture 
upon bubble companies ; jump into the meridian 
of the speculative mania of 1825 and 1836, or 
plunge into the cold panics that followed those ex- 
tremes ; discourse, in short, as you will, of pros- 
perity or of ruin ; in one and all you find the same 
general influence actuating and over-ruling every 
possible state of things — it is Banks and Bankers 
— the currency, or circulating medium of the 
country* The great modern specific against all 
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sorts of oppressioii — pttasive resistance — isj here 
at least, of no avaiL It is equally vain to 
think of making head against it, or of subsisting 
without some oomfMromise or understanding with 
it. Need I observe how stringently it follows as 
a matter of paramount importance from all this, 
that we should have that well done, which, if ill 
done, no man amongst us, whatever may be his 
resources or abilities, can count upon doing well 
for any period, however limited ! So much, then, 
for my case : it has one great attraction, a universal 
interest. 

But there ''s the proverb — "Every one'^s busi- 
ness is no one^s business.''^ — This old saying is just 
as true when applied to Banking, as to any other 
thing on earth. We all know, feel, and confess by 
our conduct even more than by our words, that we 
must have Banking — be it good, bad, or indifferent ; 
and yet the number of those is comparatively 
small, who give themselves any trouble about it 
beyond complaining every now and then that it 
is no better than it happens to be. It is notorious 
that the times, as to Banking, are sadly out of 
joint, and we are constantly exclaiming against 
them ; and yet, most pertinently may it be asked, 
in what are we gainere by the outcry we make i 
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At the same time, it is quite true that Parliament 
has been at great pains, and undergone very pro* 
tracted labours from time to time to enlighten the 
public upon Banking ; but it is equally true that 
the public does not appear to be much wiser upon 
the subject than it was when left to itself to gain 
information as it could. The authorities used then 
to differ widely amongst themselves in opinion as 
to what was right and what was wrong, and they 
differ widely still. 

Of late years we have had a parliamentary com- 
mittee upon Banking almost every session. All 
sorts and degrees of Bankers, bill-brokers, and 
book-makers upon the subject ; cavillers and com- 
mentators, theorists and doctrinaires, have been 
courted and consulted ; huge folio after folio has 
been printed and published at the public expense ; 
—we are told, moreover, that these volumes have 
been sold, and we have, therefore, a warrant for 
assuming that they have been read. Yet what, 
after all, is the result i We are worse off than 
ever. This is no exaggeration. The monetary 
affairs of this country have never, within the 
memory of man, been in a state of more pungent 
difficulty than they have been during the last 
twelve months. You may read yourself blind upon 
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Banking in the lilmu7 of either Houae of Parlia- 
mait, and when you have loet your eye-sight, you 
will rise from the sacrifice with few clearer percep- 
tions than you had 4)efore you devoted yourself to 
it ; unless, indeed, it be that you then thought the 
case dangerous, and you will now, perhaps, feel that 
it is desperate. Voild tout ! I have ray own way of 
accounting for the small harvest that has been 
reaped from all the seed that has been sown ; it is 
this — one half of the inquiries that have been insti- 
tuted have gone far wide of the mark. Theories 
have been abundantly discussed, and practice greatly 
over-looked. Put any ten men of busifiess you can 
bring together — provided always they be not mem* 
bers of Parliament — down to a table to talk of 
Banking, and they will in ten minutes^ start half-a- 
dozen points, not one of which has been sifted by 
all the committees of all the Sessions that have 
taken up the subject since the great Bullion Com- 
mittee of 1810. That made the first beginning 
of the never-ending toil and trouble. We have 
now for thirty years been laying great stress upon 
eventualities, as Monsieur Thiers would call them, 
and shutting our eyes all the while to distinct 
realities, in which the whole pith and marrow of 
the question are compressed. 
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b PARLIAMEKTABT BETURNS GIVE 

For instance — look at the distant and obscure 
manner in which the two millions and a half loan 
borrowed by the Bank of England from the Bank 
of France is alluded to in the Report of 1841. 
I need not remark how conclusive is the nature 
of the evidence, afforded by that fact, of distress 
and mismanagement upon the part of the Bank of 
England ; and yet most sparing is the information 
either sought by the committee or supplied by the 
Bank respecting it. On all sides, in short, there 
seems to have been but one anxiety, and that was 
to keep the transaction as much a mystery as pos- 
sible. — Again, in all the returns upon Banking 
before the two houses of Parliament, there is no 
such thing as a complete list of the Banks that 
have failed, while Lords and Commons have been 
inquiring about a variety of things presumed to have 
something to do with their failure. Legislators have 
been delivering unprofitable speeches, and commit- 
tees have been making endless reports, leading to 
nothing, upon the dangers to which the country has 
been exposed by its vicious system of Banking — 
Banks, meantime, have been breaking by the score, 
and money has been lost in millions ; but the total 
number of bankrupt Banks has never been returned, 
nor the sum of the losses ascertained, which has 
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from year to year been entailed upon the trade and 
commerce of the country. Not only has this not 
been done, but the particular cause of the failure 
of a single Bank has never once been investigated 
and exposed, nor has a word of censure fallen upon 
the many firms by which the public have lost mil- 
lions of money. The anatomy of the subject has 
evidently been either too powerful for the nerves, 
or too intricate for the attention of members of 
Parliament, who have neither had the skill nor 
patience to probe the disease to its core, or the 
courage to describe in detail the ravages it has 
committed upon the body politic. The nature, and 
amount of the mischief done was about the first 
thing to be ascertained, and it has been the only 
thing never considered. Had the evil been fairly 
traced, and honestly laid bare, the nation would 
have risen long ago as one man, and insisted upon 
a searching change. Our legislators have treated 
Bankmg as the doctors are sometimes said to treat 
a rich patient — ^they have been most anxious to 
keep the subject alive for the sake of what they 
can make by it, and have never insisted upon a 
radical cure, lest it might detract from their prac- 
tice. ' 

To my mind, a principal cause why these re- 
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iterated examinations and various researches have 
been so barren of result, is to be found in the way 
they have been conducted. They have been invari- 
ably the work of a secret committee. Various rea- 
sons, no doubt, have been assigned for this course ; 
but amongst them there has not been one to show 
that secrecy is ever proposed, in or out of Parlia- 
ment, unless when it happens to be greatly to the 
interest of some one party or person concerned, 
that something should be concealed : and the his- 
tory of all secret committees goes to prove in a 
very clear manner that in nine cases out of every 
ten the interested party carries his point. One 
and all, as the Irish say, they are '' cugger^mug- 
ger '' conmiittees. 

In the first place, the Grovemment has always 
been disposed to blame the Banks, and the Banks 
to blame the Government, and each with reason. 
Accordingly contending parties and rival interests 
necessarily became nicely balanced in the com- 
position of the inquiring body. Such being the 
case, the leading movement is pre-arranged — all 
is fair to the eye, and as plausible as old Sin 
seducing inexperienced beauty. Evasion and de- 
ceit follow quickly after, and the bubble bursts 
in blank disappointment. Nor is it in the nature 
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of things that -the case should be otherwise. Some 
dozen gentlemen, or so, and many of them not 
the best informed upon the matter before them, 
are shut up in a room by themselves, with their 
minds filled with ideas of the importance and deli- 
cacy of the trust r^x>sed in them. Afraid to com- 
mit themselves, or loth to do harm, the select body 
naturally falls into the hands of some subtle spirit 
— ^the old fox of the litter, who manoeuvres and 
manages just as suits his own views of policy and 
discretion. He has the art to begin by making 
the general tendency of the inquiry run in the 
direction of public opinion. A rumour of this gets 
abroad; the general anxiety is appeased; the 
people fancy they have got an honest committee ; 
and abiding the issue in content, believe, good 
credulous creatures as they are, that for once all 
will end ri^t. The old fox now has the field 
entirely to himself; it requires little of his prac- 
tised art to prevent the examinations from being 
too searching, or the details from being too specific. 
His proceedings are concealed from observation; 
no publication takes place until the session has 
ended, and another opportunity of pushing the case 
home has been lost. Thus it is that inquiry drags its 
slow length along ; and thus it generally takes one 
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yi'Ar to |)oint out and rob op the omBsioiis and 
|H'n<THioim of the jcar befare. ETCty stage in the 
pm^-sN of tho inquiry is imperoeptiUy resisted, aD 
|N>iiitH hnvo to be foimalty invested, and one brone 
nri> only rarri<*<] at Ust bv besieging the oominittee, 
iiikI I»:itt4'riii^ it into extremities. Were the pro- 
(M*f(liii^ |mhlic — were the newspapers aUowed to 
r<*|Mirt th(^ oxaiiiinations— the strong good sense 
mid «|iiirk intolli^once of the conunnnity would be 
l>rfai)L(ht to lK>ar ui)on the subject, and the hea^ 
InliiMir of many years would be easily done in a pei^ 
tW\ iimiiniT in as many months. 

TUvn* hoM bcon another capital omission in these 
|ir(MM'(Mlitt^. No man at all competent to answer 
(III* (|iii*Ntion can hesitate to define what Bankii^ 
Im ; liiit thcHo committees have neither affirmed the 
(Icriiiitioit, nor infonned us, except in a loose and 
vi'i'y K'*n<Tal way, when the Banks act up to it, 
mimI wh<*n they do not. Banking is a very simple 
Ihin^, Htid it is most simple when best done: — 
II, if« ili(* ro(*(>iving of one man's money, who hap- 
tH'iiH in havo more than he wants, and the lending 
)i iiui Ui another man, who, happening to have less 
Umih Ii« wantH, is willing, therefore, to pay interest 
fitr IIm* l<>ft». 'I'hat interest is the Banker's profit; 
nwl IJmi Umn ujwn which it accrues cannot, I may 
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add, by common usage and general consent, be 
made with propriety except on bills of exchange. 
In such a transaction, capital on the part of the 
Banker, or money of his own, does not i^pear to 
be required ; it is nevertheless indispensable. The 
first man who has deposited his money may have 
occasion to draw it out before the bilk of exchange, 
upon which it has been lent to the second man, fall 
due. In that event, and it is not an unfrequent 
one, the Banker falls back on his own capital, 
which, if he has foresight and understands his busi- 
ness, he wiU have invested in government or other 
public securities immediately convertible into ready 
money. Hence another rule in Banking — a prudent 
Banker will never swerve from one of two rules — he 
will either never discount with his capital, but with 
deposits only; or taking the 'converse of that, he 
will discount with capital and hold deposits in 
reserve. If he discounts with deposits and capital 
also, he must always be on the verge of ruin. 

The way in which a Banker deals with his depo- 
sits is equally simple. Let us put a case : — Suppose 
the amount of money deposited in a Bank averages 
100,0002. : the Banker wiU soon learn from ex- 
perience, that a comparatively small portion of this 
sum, retained in his chest, will suffice to meet the 
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current drafts of the depositors to whom it be- 
longs. Every day some customere \vill diiiiintsb 
the amount to their credit, by dramng checks 
against it ; while others will add to thuir balances, 
by paying in more cash. The difference conse- 
quently between the total sums drawn out, and the 
total sums paid in during the day, is the amount 
the Banker will have to produce on his counter. It 
has been computed that in ordinary times, one-tenth, 
and occasionally even so little as one-twentieth part 
of the whole deposits lodged, will be enough for a 
Banker to keep by him. It follows accordingly, 
that of 100,000/. deposits. 10,000/. will be retained 
in specie, to muet the day's current demands, and 
thb remaining 90,000/. will be invested in stock. 
Exchequer Bills, &c, ; or in discounting good mer- 
cantile bills, the intei-est on which will constitute the 
legitimate profits of the business thus conducted. 

Old Mr, Lefevre, the father of the present 
Speaker of the House of Commons, and the prin- 
cipal founder of Curries and Co.'s bouse on Cornhill, 
illustrated this theory of Banking one day to a 
customer in a significant manner. The customer 
in question was one of those men who find it very 
convenient to have bad memories. His account 
was almost always over-drawn, and whenever 
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qx>kefl to upon the safafeet, his aoBiier w«i the 
aune — he remUj had forgotten how it stood. At 
fa»t ilr. Leferre, who hid watdied his opportmutr, 
cauigfat him one daj at the eonnter, and aud to 

him* ^^ Mr. , jou and I must nodentand 

one another something better than we seem to do. 
I am afraid joa donH know what Banking is ; gnre 
me leaTe to tell you — It^s mj bosiness to take 
care of fwur monej; bat, I find, yon are always 
taking care of shim. Now that is not Bank- 
ing, Mr. ; it most be the other way : Fm 

the Banker, not you ; — yon understand me now, 

Mr. ; Fm sore you do * !'' 

According to the definition just given. Banking 
would seem to be a very simple op»ation, and 
easily susceptible of good and profitable manage- 

> Mr. LefeTre, Uioagfa a Tery alent and rewrred chanctcr, 
was not without his rem of alj Iramoor. One daj lie happened 
to hare at dinner a great talker, one of thoae ■jumtiune bores 
who viff ^eak always without ever atjing anj thing worth lis- 
tening to ; who seem to think it an f rnfiil eooditaon of exist- 
enee that a man should nerer cease to hear the sonnd of his own 
Toioe, and who oontinBe talking ininsssntly, as if the hidden 
principle of perpetual motion lay in the tongne. Alter endnring 
this Tohnne of sound signifying nothing for some time with exem- 
plary patienoe, Mr. LefeTre, to the sstnniBhmfint of the cwipany, 
very quietly suppressed the nrnsanee^ by tsking adTantage of a 
short pause in monopolylogue, and simply obsef •iug,— ^ Yon 
need not talk any more, Mr. , !^|*m ^^^ ^^ ^•** 
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ment. The reverse, however, generally turns out 
to be the case. It is so very easy, that no one 
seems to conceive he can go wrong with it. Our 
state of Banking is bad in the extreme ; it has been 
every thing by turns but what it ought to be, and 
nothing long. It is not only bad in itself, but it 
communicates evil to everything around it. There * 
is no trade, manufacture, profession, or condition 
of Ufe, that has not suffered from it. It is an 
epidemic that arrests and afflicts all classes; ii 
plague that corrupts and kills high and low, poor 
and affluent, without distinction : — a thousand in- 
cidents have taken place in the city within a year, 
which exhibit our monetary affairs in a most 
deplorable condition, but they will not be brought 
before Parliament. The secret committee system 
will not permit it. I have seen, last spring, a 
bill-broker go from house to house of an after- 
noon with the bills of a country Bank, accepted 
by first-rate firms in Lombard-street, and cash 
was not to be got for them at five per cent, interest 
and one and a half per cent, commission. I have 
known, about the same time, a man with 10,000/. 
exchequer bills, unable to raise 5000/. upon them 
at his Banker'^s, and that Banker one of the best 
in Lombard-street. I have known a city Banker, 
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at the begiimiiig of last year, confess in a mixed 
company that he would be glad to allow ten per 
cent, for money, for six months to come. At the 
same time, I have known another Banker in Lom- 
bard-street pay ei^t per cent, for an advance of 
money on exchequer bills ; and ten per cent, to be 
charged on the discount of a bill of exchange, the 
acceptor of which was then, and still is, a Bank 
director ! 

These are hcts that tell the true story of our 
Banking system — these are the realities that prove 
our distress — these are the circumstances which 
Parliament ou^t to establish in evidence, and put 
upon record as a warning to merchants and manu- 
facturers ; these are the evils for which we have a 
right to demand a cure ; and yet not a trace of them 
is to be found in the big book ordered to be printed 
by the Commons at the end of the session; they 
will remain unexplained, unaccounted for, and un- 
provided for ! And yet these are the things, 
which, if they continue much longer, will seal the 
fate of this country, and put a period to our career 
as a great commercial community : for no man 
can contend against them. While they last, credit 
is prostrate, labour fails of its market, and property 
almost ceases to be wealth. 
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If we contrast this state of hardship with that 
prevailing thirty years ago, we shall wonder how 
the same country, convulsed by two such extremeSi 
has been able to maintain its position in the scale of 
nations. During the war of the French Revolution, 
as it is called, there were neither bounds nor limits 
to credit; money flowed through all the various chan- 
nels of commerce as rapidly as mountain-streams in 
wet weather tumble into the plains below ; the Bank 
of England, unrestrained by a liability to pay in 
specie, diffused its notes with a prodigal hand; and 
every num who could get a bill accepted could get 
it cashed. He who made thousands one week was 
in the Gazette next ; and, before he had got his 
certificate, stood forth adventuring his thousands 
again as confidently and boldly as if he never had 
been a loser. Downing-street and Threadneedle- 
street pulled wire for wire ; and the people danced 
and capered like puppets to the music of a barrel- 
organ. The minister had hundreds of millions to 
borrow in loans, and tens of millions to raise in 
revenue ; and loans could not be raised, nor taxes 
paid, unless trade was lively and the circulation full 
and free ; and accordingly, when the prime minister 
winked his eye, the Bank governor nodded his 
head, and bank-notes were dealt out like cards at a 
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gambling-table ; every man who would give«n I O U 
to the marker, bemg at perfect liberty to play the 
game he pleased, and take his chance of ruin in the 
general sport. 

But, as the Frenchman says, Nam avons changi 
taui fa. Thirty years ago we were surfeited into 
a fever, and now we are fallen upon Lenten times, 
and made to fast until we are half-starved. There 
is a great cry raised about the strong tendency 6f 
the times to Romanism ; but this is the most Bo- 
man Catholic sign of the times I know of, and, in my 
opinion, it is the worst we could fall upon. There 
is room to doubt whether the country has a consti* 
tution strong enough to bear so severe a change. 
Very fine things are promised in the next world to 
penance and mortification here; but the latter, 
meritorious though they be, seldom fail, by a happy 
adaptation of means to an end, to cut a man^s 
career rather short in this world. The sinner who 
has lived high in the hey-day of youth, when he 
turns serious, and, repenting him of his gaieties, 
practises an abstemious rule of life, is sure to waste 
away in fiesh, and soon makes food for the worms. 
While he is taking his final leave of the stage of 
pleasure, never to be renewed again, the doctor and 
the priest are at issue, — the one persuades, the other 
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diasiiades ; and the penitent dies, if he is sincere, 
with this consolation, — he has the priest^s word to 
assore him he wiU live for cTer. Be that as it may, 
I am of the doctor s way of thinking ; for besides 
being not in the least irrcTerent and more hmnan 
than the other, it has this decided advantage, — ^it 
is reasonable in either alternative. The priest cries, 
"Live for ever!*" "Agreed,^ says the doctor; 
" but first live where you are while you can ; for you 
know the worst of this world, which is more than 
you can flatter yourself you do of the next.^ 

But this is playing truant with the subject. 
There is, unfortimately, no euthanasia in Banking, 
no spiritual future for lost money. When a Bank 
dies, the Banker goes through the Gazette; and 
however he may become a nine days'* wonder in 
consequence of the millions for which he has failed, 
he will abandon all ideas of immortality the moment 
he crosses the muddy puddles of Basinghall-street, 
with an official assignee as the Charon of his 
passage. 
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CHAPTER II. 

Bankers of the old school and the new — Old Mr. Fuller and the 
pint of porter — Messrs. Denison, father and son — Spirit and 
wealth displayed by the latter in the case of the Bank of Man- 

. Chester — Messrs. Jones Lloyd, father and son — Barclays— 
Smithy Payne, & Smiths — Sir R. Arkwright, the richest man 
in the kingdom — Coutts — Glyns — The peeress Bankers— 
Dachess of St. Alban's and Comitess of Jersey — Gradual 
decline of private Bankers, and increase of joint-stock com* 
panies. 

The first Bankers of whom we have an account in 
England, appear to have been neither a prized nor 
respected race of men. Jews, Lombards, usurers, 
and extortioners, were our primitiTe traffickers in 
money, and made the trade universally hateful and 
oppressive, while they earned — somewhat laboriously 
— for themselves a character little short of infa^ 
mous. The foreigners who, from the earliest pe- 
riod, usurped the principal share of this business, 
were gradually joined by London goldsmiths, who 
rivalled, as a body, the vices of their predecessors, 
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while following in the wake of their mercenary career. 
Some few men, it is true, may have stood out from 
time to time, and distinguished themselves above 
the conunon herd of rapacious money-merchants, 
by their probity and moderation ; but, as a body, 
it must be confessed that our primitive Bankers can 
only be described as decidedly a very bad set, — they 
were griping usurers, iron-hearted extortioners. At 
the same time, the reader of general history will not 
fail to bear in mind that eminent mercantile 'men 
were frequently in the habit of discharging some of 
the most important of the duties of our modem 
Bankers, such as furnishing pecuniary aid to the 
Grown at moments of public emergency, and this in 
a style of generous devotion above all praise. Such 
a merchant, for instance, was Sir T. Gresham, the 
munificent founder of the Boyal Exchange; and 
such, though less distinguished, was Sir Josiah 
Child, in the profligate age of Charles IL 

Apropos of Sir J. Child, I have to remark that 
he founded the firm which still retains his name at 
Temple-bar, and which, with the house of Willis, 
Percival, & Co., is considered to be about the oldest 
in London. Child's house is understood to possess 
documents which prove their existence as a Bank 
as early as 1663; since which they have never 
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moved out of the same premises. The books of 
Messrs. Hoare, in Fleetnstreet, are said to go back 
to 1680 ; and those of Messrs. Snow, in the Strand, 
to 1685. Stone, Martins, and Stone, of Lombard- 
street, cUdm to represent the house of Sir T. 
Gresham ; but this, I presume, must be more a 
matter of tradition than of documentary evidence, 
and is principally noticeable as suggesting views of 
ancient descent upon the part of our commercial 
interests which will bear a comparison with the 
genealogy of many noble houses. 

Fifty years ago there were fifty-six Banks in 
London, at present there are upwards of a hun« 
dred. But fifty years ago all the Banks in London 
were private Banks, with the single exception of 
the Bank of England ; while at present the joint- 
stock Banks, home and colonial, form a consider- 
able portion of our metropoUtan monetary estab- 
lishments. Of the fifty-six Banks in business 
fifty years ago, only twenty-four are now in ex- 
istence; and yet the principal Banks, those 
possessing the largest property and transacting 
the greatest business, belong to private Bankers. 
The joint-stock Banks are increasing in number 
and solidity, but as yet they are, as to means, 
credit, and extent of operations, considerably re- 
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nature, it may now be difficult to distinguish,— drew 
the senior partner^s attention to the circumstance 
in this formal manner. Entering the Bank one 
morning, and finding the old gentleman fixed as 
usual, woodwork-like to his desk, as if he was a 
component part of the article, he drew near and 
began : '^ I have banked with you now, Mr. Fuller, 
for a good many years.*^ Ms. Fuller bowed, not 
his head, but head, shoulders, and half his body, 
smirked, and replied, '^ Yes, many thanks for your 
favours; you have. Sir.*" "I have, Mr. Fuller,'' 
continued the other, ^^ and have always felt great 
satisfaction in keeping my account with you until 
lately.''' 

"Indeed, Sir,'' interrupted the old gentleman, 
with quick anxiety; "pray what has happened! 
— we are the same as ever." 

" Pardon me, Mr. Fuller ; I have noticed for 
many a year, that on a certain day in the week 
a pint of porter has regularly stood at the foot 
of your stairs. I always could tell, when I saw 
that pint, that it was washing-day with you, and 
greatly pleased I used to be at that proof of your 
economy: for, Mr. Fuller, the man who is 
entrusted with the keeping of other men's money, 
should know how to take care of his own ; and 
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he cannot give any better or stronger proof of 
what he is capable of in that respect, than by 
being moderate and abstemious in his house-keep- 
ing. Therefore I was always, as I have just said, 
well [leased to see you were not wasteful with your 
washerwoman. I felt sure, while that continued* 
that my deposits in this house were safe — ^perfectly 
safe, Sir. (This was said with an emphasis and 
a look that set the tips of Mr. Fuller^s fingers 
a-twirling, as if a small electric battery had been 
brought to play upon his nervous system.) liut 
I see you are changing — ^you are breaking loose, 
Mr. Fuller; you now allow your washerwoman 
not a pint, but a pot of beer on washing-days ; 
and I must say. Sir, that if you go on daublinr/ 
your expenditure at that rate, it may be time for 
your customers to look after their balances.'*^ 

Mr. Fuller, it is said, took this rebuke quite 
seriously, and with humble thanks, assuring his 
customer that business had increased — that more 
resident clerks were now employed than formerly — 
and that as there was more washing to be done, 
a helper had been hired, and an extra allowance 
of beer permitted. But this he promised to re- 
trench, and he kept his word. The pot of beer 
was countermanded, the ^^ standard ^ pint replaced, 
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ftnd never afterwards excGcded during the old gen- 
tleoian''B lifetime. 

There is another etory told of thia Banker of the 
old school. On the day he completed hia eightieth 
year, he made mention of the circumstance at the 
Bank ; and one of the clerks, more courageous than 
the rest, expressed a hope that they might have 
the pleasure of drinking hia health and many happy 
returns of the day. To the general surprise, the 
old gentleman took the hint graciously, and said, 
" ^Vell, we shall see." Just before dinner-time he 
withdi-ew for a minute or two, and returned into 
the office with a buttle of port In big hand, which 
he placed upon the diallenging clerk's desk, saying, 
" Well, I have brought you a bottle of port wine 
to drink my health, as you wished It ; it is good, 
wine, and I hope, young men, that ^ftm will commtf 
no excess tcith it.'"' 

Old Mr. Doniaon was another member of the 
primitive school of Bankers, who made hia own 
fortune, and was remarkable for his economy and 
strict attention to business. He lived for years 
at his Banking-house in St. Mary Axe, and was so 
tliriftful as to go to market daily for his family. But 
If he looked cloacly after small matters, it was be- 
cause he held everything subservient to one great one 
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—his bank and the accumulation of capital. Like 
most men who have a turn for economy, he was fond 
of boasting of the bargains he had bought. There 
has been many an anecdote related of the trouble 
it used to give the old gentleman to provide good 
things cheap, when his son, the present Banker, so 
long member for Surrey, entertained his west-end 
friends at dinner. For, with the honourable pride 
distinctive of most Scotchmen, old Mr. Denison 
not only took care that his son'^s education should 
be excellent, but gave him every fair encourage- 
ment to gain a footing in the best society ; in 
which,, by-the-by, he was as successful as he could 
have wished. He left a large fortune, which has 
been increased by his son, one of the richest of 
our London Bankers, and reputed to be worth 
nearly two millions steriing, the greater part of 
which he keeps always available for ordinary busi- 
ness. 

The present Mr. Denison gave a striking proof 
of the extent of his resources, and the spirit and 
decision of his character, when the Bank of Man- 
chester, in 1835, proposed to become a Bank of 
issue. That proceeding was highly distasteful to 
the Bank of England, which had previously enjoyed 
the exclusive circulation of Lancashire. Accord- 
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ingly the Manchester Bank was socm made to feel 
the displeasure of the Bank pariour. Its drafts 
and acceptances became a subject of comment ; its 
London Bankers disagreed with the directors, and 
closed their account ; its London bill-brokers sent 
them notice that there would be difficulties to 
encounter in getting cash for their bills in future. 
A series of adverse circumstances arose in rapid 
succession to embarrass and distress the company ; 
they were full of anxiety, and reduced to extremi- 
ties, when they had the good fortune to obtain an 
introduction to Mr. Denison. That gentleman, 
upon a brief statement of their case, and after 
satisfactory explanations as to their solvency, saw 
that a great principle was involved ; that a cause 
in every respect national, and which the Govern- 
ment and Parliament had anxiously promoted, 
stood in jeopardy ; and he brought the negotiation 
quickly to a favourable issue, by stating that he 
should be prepared with 600,000?. the next day to 
meet the demands of their agency, which, if neces- 
sary, he would increase to a million in the course 
of the week. 

The particulars of this transaction ought not to 
appear, as they do, for the first time, in a page like 
this. Their proper place would have been in one or 
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other of the reports of aonie one of the half-doien 
Banking committees that have sat, since they oo^ 
corred, in the House of Commons. But, as I have 
akeady had occasion to point out, the heavy la- 
bours of our parliamentary investigations upon 
Bankii^ are remarkable for the pertinent matter 
they pass over without question or comment. 

It is not so much the rarity or the importance 
of the act itself in this instance that challenges 
our i^>ecial notice — ^it is not the distinct picture it 
presents to view of the great monied power a private 
Banker in London poss e ss e s — nor is it the vivid 
impression produced upon the mind when 6guring 
to itself one man placing such a sum as a million of 
ready money at the disposal of a customer in the 
ordinary course of a moming^s bumness, and that 
without notice or preparation — but it is the asto- 
nishment we must feel upon diacovering the strong 
monopoly of the Bank of England bringing its 
influence to bear against the legitimate operations 
of a legally constituted body of traders who may be 
said to have derived their existence finom the special 
interposition of Government and the legislature. I 
am far from meaning to say that ministers or either 
House of Parliament took any part in the formation 
of this particular Bank ; but I do say that the 
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country stood mainly indebted for the principle and 
system oi joiut^stock Banks of issue to tlie jater' 
position of Lord Liverpool's cabinet in their behalf; 
and that it was a sense of indis{>cnsable public duty 
that led that administration, in a maniiir, to con- 
str&ia the Bank of England to wave those irnno- 
nities which operated as a bar to their o|>oratioii8. 
Such being the case, a monstrous piece of ii^ustice 
was meditated by the Bank of England when it 
attempted to prevent the Bank of Manchester from 
issuing notes. One can hardly conceive a proceed- 
ing more calculated to suggest the propriety of 
searching investigation and rigid explanation; for it 
took its rise in direct contravention of a polity 
sanctioned and encouraged by the Government and 
Parliament for the public benefit. It was, roorfr- 
over, a positive interference with the legal rights 
of the manufacturing and mercantile interests of 
Manchester, and it broached in broad terms an 
arbitrary dogma, which has since then been under- 
stood to have been repeatedly enforced — that do 
joint-stock Bank issuing their own notes shall bs 
admitted to a discount account at the Bank 
England. But the fact was cushioned by one 
secret committee alter another, and remains to thiB 
day undefended and unexplained. 
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Midwfty between the old and the modern sebod, 
and poeBesBrngsome of the best qualities of the two, 
is the firm of Jones Loyd and Company, consisting 
of two partners — fiither and son. The father is 
said to be ibe only Banker in London who has 
made a fnrtone By Banking without having been 
bred to it. Banking soi^ht him. He preserves, 
it is said, to this day, in his bed-room, a Uttle table 
which used to stand many years ago in his shop at 
Manchester, and upon which, as people used to 
bring their money to him, his first accounts were 
kept*. He, as well as Mr. Denison, is estimated 
to be worth nearly two millions of ready money, all 
of which is kept floating in convertible securities for 
immediate use. Like Mr. Denison senior, too, he 



* Mr. Lewis Loyd, afeeotdiiig to his own seeonnt to the Lords' 
committee in 1819, hegsn hosinefls in 1792, at Msnehester, where 
having spent a year, he removed to London, and has since re- 
mained, with a partnership in the Manchester firm. Aeeording 
to report he was originally an Unitarian clergyman, but soon 
tired of that vocation ; finding it, as he is sometimes said to con- 
fess alter dinner, mnch more profitable and agreeable to spend 
his time in taming over Bank notes, than in turning up the 
whites of his eyes. This antithesis reminds me that the figure 
is one to which Mr. Loyd is psrtiaL When Frys and Chapman, 
the Quaker Bankers, fjEuled, a member of the society took his 
account to Jones Loyd. ^ We think you right, friend,*' said the 
senior partner ; ** it is wiser to place thy money with a rich Bin- 
ner than a poor saint." 
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has reared a son who fiilly anat^^ hk own Ii%;li 
character and repntation. Mr. Samnel JoDte 
Loyd, by his example, and still more by his writingSy 
has acquired the honours of being decidedly tlie 
highest Banking authority of the pres^it period* 
He claims the merit, moreover, — and in that re- 
spect he stands alone— of having after a long and 
severe disputation, in which superior knowledge 
and conclusive deductions were uniformly found 
upon his side, compelled the Bank of England to 
conduct its afi^urs according to the standard, which 
he has pronounced the only safe one to be referred 
to for a sound management of the currency. 

But it is not in argument only that the Bank of 
England is liable to be worsted by such private 
Bankers as Mr. Denison or Mr. Samuel Jones 
Loyd. Men of their means, it is obvious, wield 
weapons of still greater power, and, had they been 
so disposed, might have gone for gold, and stopped 
the Bank of England over and over again. When- 
ever the Bank has had only a few millions of gold, it 
has been at their mercy. There are others too 
who could have done, and still can do, the same 
thing, should it so please them. What a condition 
for a National Bank ! What a reflection for our 
ministers of state ! The only establishment the 
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country po oocooco for the transactioii of puUie 
business, the finance operations of government, and 
the official sustainment of the commeroe of the 
greatest manufiu^uring and mercantile nation the 
worid embraces upon its ample bosom, is so i^^eak, 
so poor, and so helpless, that two private indi* 
viduals, at any hour of the day they may choose, 
have the power to present themselves at the 
counter and make it bankrupt ! 

Of oth^ leading firms — such as Barday^s; Smith*, 
Payne and Smith'^s; Bobarts, Curtis, and Co.; 
Willises, &c. — ^it is unnecessary to make particular 
mention. They possess, in common, the qualities 
and characteristics which have made London Bank* 
ers so powerful and eminent — namely, great wealth 
and exemplary conduct; and they have thus ob- 



< The Smiths were originally small tradeqpeople at Notting- 
ham, where, having several thrifty agricaltaral acquaintances, they 
tamed a retail shop into a Bank ; and taking deposits upon inte- 
rest from their friends the fiumersi they lent them oat to the 
manufactarers of the town. A few years after this they opened 
a second Bank at Lincoln ; and then a third at Hall. The 
Arkwrights and Wilberforoes were amongst the nomher of their 
earliest and hest customers and supporters. They were not long 
in forming a oonneadon with Mr. Payne, of London ; and thence- 
forward earned on a hosiness which, for the extent and value of 
its transactions during a term of fifty years, was second to that of 
no Bank in England. Mr. Pitt made the head of the house a 
peer, hy the title of Lord Garrington. 
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or>>rr :o r,sitc t2>e t> w cvcivie-ie mliidi ii has been 
atteixip;^ to gire oi tie f^v^axe Baoks of London. 
These hoos^es are Coutts^ and GhmV which may 
perhaps be ranked as neariy equal in point of 
income, thoogh somewhat diflerent in their respec- 
tive principles and modes of business. They are 
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supposed to be in the receipt of the largest re* 
venues now or ever realized by Banking ; making, 
each of them, some ninety thousand pounds, or so, 
a year. 

The rise and history of Goutts^ Bank has been 
rendered familiar to most persons by the figure its 
founder — Mr. Goutts — and his second wife (after- 
wards Duchess of St. Alban^s) made a few years 
back in the fashionable circles of London and 
Brighton. It resembles not a few of the greatest 
establishments this country has produced, in hav* 
ing sprung finom a small beginning, and owed its 
fortune to the sagacity and perseverance of an 
hnmble individual, who was remarkable at the out- 
set of his career for strict economy. It is princi- 
pally a Bank of deposit, and can hardly be said to 
have a commercial character. The number of its 
discount accounts is small, and perhaps there is 
not a house in London in which fewer Bills are 
cashed during the year. The only branch of gene- 
ral Banking business in which it at all enters into 
competition with the principal firms in the City, 
is the agency to Country Banks. Coutts' have 
always done the town business of some of the best 
Scotch Banks. Everywhere in England, and par- 
ticularly in London, all great things go in tides. 
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l\Hitts' his for Teflurs been the Buik of the monied 
|H>rtk>n of the nobOhj— of pe iiion B who are sddom 
without having sums of lO^OOW. and even 100,000/. 
Iving to their civdit. Earlr in the reign of Qeoige 
III. diflR.'fvnt members of the royal fiunflj, and 
nuiny of the landed aristocracy of England and 
Sctnland, began to bank at Contts^ ; and they have 
since incivased to a muHitode. Enormous ba- 
lances are thus acctunulated, and the safest and 
most profitable description of bosineaB in which a 
Banker can be engaged is steadify transacted by 
the firm. 

Apropos of Coutts and the Duchess of St. Al- 
bany who has just been mentioned, it should be 
added that a short time ago two of the richest 
Bankers in London were Peeresses ; the Duchess, 
namely, and the Countess of Jersey, who, as the 
heiress of Josiah, already mentioned, is still the 
principal partner at Ghild'^s. Both ladies were at 
one time said to be in the habit of paying perio- 
dical visits to their respective establishments, and 
to have been distinguished by the affiibility and 
good sense with which they sustained their posi- 
tions, inspected the books, and entered into general 
details. But this report was true, and that in part, 
only of the late Duchess of St. Alban's. Her 
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Grace was certainly fond of showing herself at the 
Bank in the Strand, and peering questions at the 
partners and clerks, with whom she was no favour- 
ite, being in truth somewhat of a bore. Lady 
Jersey ^ as the representative of Sir Josiah Child^s 
interest, only attends the Bank once a year, when 
the accounts are balanced and the profits struck. 
On this occasion, the partners dine togetlier at the 
Bank, and the Countess, as the principal partner, 
takes the head of the table. 

Olyn^s in Lombard-street is a complete contrast 
to Goutts'* : here, in addition to a large portion of 
the accounts of the nobility and landed gentry, is 
the greatest number of commercial accounts in 
London ; and here scenes of bustle and animation 
take place daily, of which it is not easy to convey 
an adequate idea. About three o'^clock, all is life, 
activity, and vigour ; the place is a fair, and more 
like a great change than the Boyal Exchange itself 
used to be. Though the Bank is spacious, and 
the counters are packed with clerks as close as 
they can stand together, you may sometimes have 

' The last Mr. Child left an only daughter, who was the heireaa 
of hia great wealth, and married to the Earl of Westmoreland. 
The eldest daughter of that marriage was the present Countess 
of Jersey, to whom her grandfiUher*s mterest in the Bank ia 
understood to have descended. 
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to wait for twenty minutes before your turn to be 
served arrives. Such is the rush of buedneas at 
Glyn^s. Two luighty streams of money are con- 
stantly ebbing and flowing across the counters, and 
half a million is said to be no uncommon sum for 
the firm to settle at the clearing house' of an after- 
noon. 

In this respect, G>lyn''s Bank, more than any 
other, is characteristic of the age. The rapid pro- 
gress of modem discoveries, the exploring g^us, 
the accumulated strength and ponderous force of 
the inventions and improvements of the nineteenth 
century, are all represented in this one Bank, and 
not by any means to an equal extent in any other. 
The talent by which this great concentration of 

" The Clearing-house is what common people call " a poking 
place/' in the comer of a court without a name, behind the Guar- 
dian Insurance-office, in Lombard-street. No Bankers are ad- 
mitted to it but those in the immediate neighbourhood. The 
joint-stock Banks are specially excluded ; and neither Child's, 
nor Hoare's of Fl6et-street, nor Coutts*, belong to it. It has now 
been established near sixty years. In 1810 forty-six Bankers 
settled their accounts at the Clearing-house ; at present the num- 
ber is only twenty-six. The great facilities afforded here for 
expediting business and economising the use of money, may be 
estimated by the fact, that the amounts settled on some days 
exceed five millions sterling, and yet not more than two hours 
are devoted to this labour ; while a few thousands in cash, after 
the checks and bills of each house upon the others have been 
balanced, suffice to pay the differences. 
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Great Britain have been of late years so disas* 
trously assailed. No faults of this kind appear to 
have been committed at Glyn^s Bank ; the partners 
of which, taking admirable advantage of circum- 
stances, have turned the spirit of the age largely 
to their profit, without violating in any known 
instance the established principles of sound and 
legitimate Banking. 

If there were half a dozen houses in London 
such as Glyn^s, one would be inchned to contend 
that private Banking had not yet reached the 
ctimax of its prosperity. But seeing as we do, that 
every year diminishes the number of private Banks 
in London and in the country ; that, on the other 
hand, joint-stock Banks are everywhere on the 
increase, while not a single new private copartner- 
ship in Banking is now formed ; it seems but rea- 
sonable to believe, that the general law of change 
which applies to everything in this world, and 
those alternations of maturity and decay which 
occur in all that nature creates or the art of man 
produces, will, ere long, work the ordinary effects 
in Banking also. If so, we are in a state of 
transition as to Banking, and the result will be 
not the less decided and complete because it will 
be neither precipitate nor unexpected. 
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CHAPTER IIL 

The circulatmg medium — Money originally metallic — Always 
a commodity in itself — Tme functions of Money — Banking 
and Cuireocy — Adam Smith's doctrine — Its merits, and the 
departure from the state of things upon which it was de- 
veloped. 

The circulating medium of a country is some sub- 
stance or token of property adopted for general 
convenience, to measure or indicate the value of 
one commodity when exchanged for another. In 
the early ages of civiliiation, sheep and oxen — and, 
amongst the ruder nations of modem times, shells 
and salt — ^have been used for this purpose. Thus 
we read in Homer that the armour -of the great 
warriors of antiquity cost so many oxen. In 
Mungo Park'^s Travels in Africa there is a clear 
account to be found of the manner in which cir* 
cumstances lead a people to fix upon what is com- 
monly called a ^'standard of value/' and possess 
themselves of the advantages derivable from a cir« 



42 THE CIRCULATING MEDIUM. 

dilating medium. Something of the same sort has, 
no doubt, occurred at a period more or less remote 
to the inhabitants of every country. The following 
is the passage :—'' In bartering one commodity for 
another, many inconveniences must necessarily have 
arisen at first, from the want of coined money, or 
some other visible and determinate medium, to 
settle the balance or difference of value between 
different articles ; to remedy which, the natives of 
the interior make use of small shells, called couries. 
On the coast, the inhabitants have adopted a j»nc« 
tice which I believe is peculiar to themselves. In 
their early intercourse with Europeans, the article 
that attracted most notice was iron. Its utility 
in forming the instruments of war and husbandry 
made it preferable to all others ; and iron soon 
became the measure by which the value of all other 
commodities was ascertained. Thus, a certain 
quantity of goods, of whatever denomination, ap- 
pearing to be equal in value to a bar of iron, con- 
stituted, in the trader^s phraseology, a bar of that 
particular merchandise. Twenty leaves of tobacco, 
for instance, were considered as a bar of tobacco ; 
and a gallon of spirits (or rather half spirits and 
half water) as a bar of rum ; — a bar of one commo- 
dity being reckoned equal to a bar of another com- 



THE CIBCULATING MEDIUM. 43 

modity. As, however, it must unavoidably happen, 
that, according to the plenty or scarcity of goods 
at market, in proportion to the demand, the rehi- 
tive vahie would be subject to continual fluctua- 
tions, greater precision has been found necessary ; 
and, at this time, the current value of a single bar 
of any kind is fixed by the whites at two shillings 
sterling. Thus, a slave, whose price is 15/., is said 
to be worth 1 50 bars."*^ 

The imperfections of such a mode of dealing as 
this would evidently be felt in every country, as 
soon as its commerce began to grow in extent and 
multiplicity of transactions. Hence we find the 
use of metals adopted in the form of coin at early 
periods; hence, too, money, as the word is now 
understood, was originally metallic. This point is 
worth remarking, because it wiU tend to explain a 
tiling su£Biciently simple in itself when neither en- 
cumbered nor obscured by useless verbiage or the 
afiectation of too much learning — I mean money 
itself — ^that strangest of all things, which to look at 
does not seem at all strange — ^which when we have 
and use, we fully understand ; but which when we 
come to write about, to treat formally of, and 
raise to the dignity of scientific matter or philo- 
i^ophy, seems to be possessed of some such subtle 
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constitution, and properties so peculiarly out of the 
way and so mysteriously salient — ^that it is almost 
impossible to get two men, however sensible and 
well-informed in other respects, to agree together 
to any extent upon it. 

Our first remark was, that money originally was 
metallic : our second remark is, that all metals, as 
well those which are most common as those which 
are most rare and valuable, are themselves commo- 
dities. The labour of man produces them, and his 
ingenuity fashions them, in the same manner and 
with precisely similar results as happens with every 
other article for which the wants of society provide 
a market. The case is no more different with 
regard to a shilling or a sovereign, than with regard 
to a tea-cup or a chair ; a bag of flour, a piece of 
cloth, of cotton, or of silk. We should always bear 
this simple truth correctly in mind when we make 
use of such phrases as ''measure,^'* or '^ standard 
of value," " medium of exchange," &c., because 
much confusion of ideas has arisen from the intro- 
duction of this phraseology, and the want of definite 
ideas as to its appUcation. There is no such thing 
as a standard or measure of value, abstractedly 
speaking. You cannot aflSrm, with any pretensions 
to correctness, that gold or silver are things by 
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which we can positivdy regulate the price of all 
other articles. When we buy a sheep, a sack of 
flour, a coat, or a gown, we exchange for it so 
much gold or so much silver ; and the quantity we 
give of the latter invariably bears its proportion to 
the supply in the market as truly as is the case 
with every other article of trade or commerce. In 
our common every-day form of speech, we use the 
words buying and seUinp when alluding to any pur- 
chase made, and properiy so : we do buy and sell. 
One buys flour or meat, the other sells it ; but this 
is not all, — there is a counter-act, and metal is 
exchanged or bartered for both, just as flour might 
be exchanged or bartered for meat or anything else. 
Such, however, is the force of habit, that this is 
seldom present to the mind at the moment the act 
is performed. When we sell a thing we seldom 
reflect that we buy gold or silver for it. Such, 
nevertheless, is the fact, and thus it is we may 
plainly perceive that the function of money in all 
transactions of business is this, and no more — ^the 
price or value of tlie article having been first deter- 
mined, according to natural laws, coin, supplied by 
government for the general convenience, of a cer-* 
tain weight and quality, is made use of to save the 
parties trouble and expedite their operations. Thus 
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do extremes meet. The perfection of our monetarjr 
system has varied nothing in its essence and true 
characteristics from the rude practice of barter 
which is found amongst the savages of Afirica at 
the present day, as of old it doubtless prevailed 
amongst the progenitors of our own cultivated 
European races. 

If additional proof be required to show that the 
view just taken of money is the right one, it will be 
found in the fact, that whenever kings or govern- 
ments have attempted to give a false value to the 
coin they had put into circulation, — ^that is to say, 
whenever they have endeavoured to make it pass for 
what its weight and quality did not warrant, — it 
immediately became depreciated, and that depreci- 
ation has always been found to correspond with the 
amount of the false value put upon it. As soon as 
the world saw that the proper weight and quantity of 
metal were not in the coin, it was only taken in ex- 
change for less meat, flour, and clothes in propor- 
tion ; and thus the fraud ere long defeated itself, 
because it is impossible to create any money what- 
ever which shall be a standard or medium of value 
in any other way, or upon any other terms, than the 
fair principle of bartering or exchanging one com- 
modity of known value for another of known value. 
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We pour out rivers of ink in England, writing 
an extraordinary number of works upon money, and 
upon those principles of political economy which are 
supposed to apply to it, as weU as our forms and 
habits in making use of it ; but we add little, it is 
to be feared, to our information, practical or theo- 
retical, by our frequent literary labours in this line. 
On the contrary, things, instead of mending, are 
getting worse with us. It would be difficult to 
point out any real addition made to the stock of 
our knowledge upon the subject since Adam Smith, 
the father of the science, as it is called, published 
his celebrated Treatise on the Wealth of Nations ; 
and yet the knowledge and talent employed in this 
respect have been not inferior, perhaps, to any 
which the mind of man has, during the same period 
devoted to the improvement of the species and his 
own enjoyment. The misfortune has been, that 
although many clever thinkers have appeared, and 
much knowledge has been elicited, they have not 
been of fixed and enduring authority ; they have 
borne upon a defective and transitory state of 
things, and have not laid the foundations of any 
great or permanent system. Our currency has 
resembled the shifting sands that impede the navi- 
gation of some of our most capacious harbours, and 
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defy the skill of the most experienced mariners. 
We have been dealing with a series of experiments; 
and each succeeding writer has most distinguished 
himself by showing where and how it was the last 
experiment had proved a particular failure. 

I have stated that we have added little or nothing 
that is real to what Adam Smith contributed for 
our use years ago ; and I may perhaps go further, 
and assert, that we are not likely to gain much 
more than we have learned from him. In saying 
this I refer, of course, to the true elements or first 
principles of the subject itself. These he expounded 
and published ; and once that was done, the real 
nature and proper condition of the science had been 
ascertained, and all that remained for afber-talent 
to do, was, whenever circumstances happened to 
modify the previous state of things, to mark each 
variation and vicissitude correctly as it evolved 
itself, and apply to it the best relief attainable at 
the moment, and not inconsistent with the govern- 
ing laws of the system. 

Banks manage money : so completely is this the 
case now-a-days, that it is hardly too much to 
maintain, that without Banks we should have no 
money at all ; the relations of business are so com- 
plex and artificial, that we could hardly work our 
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way clearly through the mazes of their intricacy, 
without the aids which Banks afford us,* by paper- 
money, bills of exchange, &c. Let us, then, look 
at the theory of Banking propounded by Adam 
Smith ; it occurs at book ii. chap. ii. of the Wealth 
of Nations. The extract is a long one, but it is 
full of excellent matter, and may prove serviceable 
to not a few of that numerous body who talk a 
great deal of Adam Smith and the Wealth of 
Nations, without ever having read a page of the 
work. 

^* It is not by augmenting the capital of the 
country, but by rendering a greater part of that 
capital active and productive than would otherwise 
be so, that the most judicious operations of Bank- 
ing can increase the industry of the country. That 
part of his capital which a dealer is obliged to keep 
by him unemployed and in ready money, for an- 
swering occasional demands, is so much dead stock, 
which, so long as it remains in this situation, pro- 
duces nothing, either to him or to his country. The 
judicious operations of Banking enable him to con- 
vert this dead stock into active and productive 
stock ; into materials to work upon, into tools to 
work with, and into provisions and subsistence to 
work for; into stock which produces something 

D 
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both to himself and to his country. The gold and 
silver money which circulates in any country, and 
by means of which the produce of its land and la- 
bour is annually circulated and distributed to the 
proper consumers, is, in the same manner as the 
ready money of the dealer, all dead stock ; it is a 
very valuable part of the capital of the country, 
which produces nothing to the country. The judi- 
cious operations of Banking, by substituting paper 
in the room of great pai*t of this gold and silver, 
enables the country to convert a great part of this 
dead stock into active and productive stock, into 
stock which produces something to the country. 
The gold and silver money which circulates in any 
country may very properly be compared to a high- 
way, which, while it circulates and carries to mar- 
ket all the grass and com of the country, produces 
itself not a single pile of either. The judicious 
operations of Banking, by providing, if I may be 
allowed so violent a metaphor, a sort of waggon- 
way through the air, enable the country to convert, 
as it were, a great part of its highways into good 
pastures and corn-fields, and thereby to increase 
very considerably the annual produce of its land and 
labour. The conmierce and industry of the coun- 
try, however, it must be acknowledged, though they 
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may be somewhat augmented, camiot be altogether 
so secure, when they are thus, as it were, suspended 
upon the Daedalian wings of paper-money, as when 
they travel about upon the solid ground of gold and 
silver. Over and above the accidents to which they 
are exposed firom the unskilfulness of the conductors 
of this paper money, they are liable to several 
others, from which no prudence or skill of those 
conductors can guard them. 

''An unsuccessful war, for example, in which 
the enemy got possession of the capital, and conse- 
quently of that treasure which supported the credit 
of the paper money, would occasion a much greater 
confusion in a country where the whole circulation 
was carried on by paper, than in one where the 
greater part of it was carried on by gold and silver. 
The usual instrument of commerce having lost its 
value, no exchanges could be made but either by 
barter or upon credit. All taxes having been usu- 
ally paid in paper money, the prince would not have 
wherewithal either to pay his troops or to furnish 
his magazines ; and the state of the country would 
be much more irretrievable than if the greater part 
of its circulation had consisted in gold and silver. 
A prince anxious to maintain his dominions at all 
times in the state in which he can most easily de- 
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fend tbeat, oagfat, upon this aceounl, to guard, not 
only against that excessire mnlti|Jication of pi^p^- 
money which ruins the very Banks which lasae it, 
bat even against that mokipUcation.of it which 
enables them to fill the greater part of the circular 
tion of the country with it. 

" The circulation of every country may be con- 
sidered as divided into two different In^anches, — ^the 
circulation of the dealers with one another, and the 
circulation between the dealers and the consumers. 
Though the same pieces of money, whether paper 
or metal, may be employed sometimes in the one 
circulation and sometimes in the other, yet as both 
arc constantly going on at the same time, each 
requires a certain stock of money of one kind or 
another to carry it on. The value of the goods 
circulated between the different dealers never can 
exceed the value of those circulated between the 
dealers and the consumers, whatever is bought by 
the dealers being ultimately destined to be sold 
to the consumers. The circulation between the 
dealers, as it is carried on by wholesale, requires 
generally a pretty large sum for every particular 
transaction. That between the dealers and the 
consumers, on the contrary, as it is generally car- 
ried on by retail, frequently requires but very small 
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ones, a shilling, or even a halfpenny, being often 
sufficient. But small sums circulate much faster 
than large ones ; a shilling changes masters more 
frequently than a guinea, and a halfpenny more fre- 
quently than a shilling. Though the annual pur- 
chases of all the consumers, therefore, are at least 
equal in value to those of all the dealers, they can 
generally be transacted with a much smaller quan- 
tity of money ; the same pieces, by a more rapid 
circulation, serving as the instrument of many more 
purchases of the one kind than of the other. 

^^ Paper money may be so regulated, as either to 
confine itself very much to the circulation between 
the difierent dealers, or to extend itself likewise to 
a great part of that between the dealers and the 
consumers. Where no bank-notes are circulated 
under ten pounds^ value, as in London, paper money 
confines itself very much to the circulation between 
the dealers. When a ten-pound bank-note comes 
into the hands of a consumer, he is generally obliged 
to change it at the first shop where he has occa- 
sion to purchase five shillings^ worth of goods ; so 
that it often returns into the hands of a dealer 
before the consumer has spent the fortieth part of 
the money. Where bank-notes are issued for so 
small sums as twenty shillings, as in Scotland, 
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rvix-^vs v^t Norsh America. p>f»er iras comnHHiIy 
ir<k\i f.^T A> sanall a scm as a shiDii^, and fiDed 
a!n)x>>; the vhoto «>f that envnlation. In some paper 
currvr.oks of Yorkshire, it was iasaed eTen for so 
si^iall a sum as a sixpence, 

** Whore the k^ng of bank-notes for sach yery 
small sunis is allowed and commonly practised, 
many mean peo{Je are both enabled and encooraged 
to Ivoonio Rankers. A person whose promissory 
note for five |H>unils, or even for twenty shillings, 
would be rejected by every body, will get it to be 
received without scruple when it is issued for so 
small a sum as a sixpence. But the frequent bank- 
ruptcies to which such beggarly Bankers must be 
liable, may occasion a very considerable inconve- 
niency, and sometimes even a very great calamity, 
to many poor people who have received their notes 
in payment. 

" It were better, perhaps, that no bank-notes 
were issued in any part of the kingdom for a smaller 
sum than five pounds ; paper money would then. 



ADAH SMITHES DOCTRIXEB. 65 

probably, confine itself, in every part of the king- 
dom, to the circulation between the different dealers, 
as much as it does at present in London, where no 
bank-notes are issued under ten pounds^ value ; live 
pounds being, in most parts of the kingdom, a sum 
which, though it will purchase, perhaps, little more 
than half the quantity of goods, is as much con- 
sidered, and is as seldom spent all at once, as ten 
pounds are amidst the profuse expense of London. 

" Where paper money, it is to be observed, is 
pretty much confined to the circulation between 
dealers and dealers, as at London, there is always 
plenty of gold and silver. Where it extends itself 
to a considerable part of the circulation between 
dealers and consumers, as in Scotland, and still 
more in North America, it banishes gold and silver 
almost entirely from the country, almost all the 
ordinary transactions of its interior commerce being 
thus carried on by paper. The suppression of ten 
and five-shilling bank-notes, somewhat relieved the 
scarcity of gold and silver in Scotland ; and the 
suppression of twenty-shilling notes would probably 
relieve it still more. Those metals are said to have 
become more abundant in America, since the sup- 
pression of some of their paper currencies. They 
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ing occasional demands. They might still be aUe 
to give the utmost assistance which Banks and 
Bankers can, with propriety, give to traders of 
every kind. 

^^ To restrain private people, it may be said, 
from receiving in payment the promissory notes 
of a Banker for any sum whether great or smaU, 
when they themselves are willing to receive them, 
— or to restrain a Banker from issuing such notes, 
when all his neighbours are willing to accept of 
them, is a manifest violation of that natural liberty 
which it is the pi'oper business of law not to in- 
fringe, but to support. Such regulations may, no 
doubt, be considered as in some respect a violation 
of natural liberty. But those exertions of the 
natural liberty of a few individuals, which might 
endanger the security of the whole society, are 
and ought to be restrained by the laws of all 
governments ; of the most free, as well as of the 
most despotical. The obligation of building party- 
walls, in order to prevent the communication of 
fire is a violation of natural liberty, exactly of the 
same kind with the regulations of the Banking 
trade which are here proposed. 

^^ A paper money consisting in bank-notes, 
issued by people of undoubted credit, payable upon 
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demand without any condition, and in &ct always 
readily paid as soon as presented, is, in every 
respect, equal in value to gold and silver money, 
since gold and silver money can at any time be 
had for it. Whatever is either bought or sold for 
such paper must necessarily be bought or sold as 
cheap as it could have been for gold and silver. 

^^The increase of paper money, it has been 
said, by augmenting the quantity and consequently 
diminishing the value of the whole currency, neces- 
sarily augments the money price of commodities. 
But as the quantity of gold and silver, which is 
taken from the currency, is always equal to the 
quantity of paper which is added to it, paper 
money does not necessarily increase the quantity 
of the whole currency. From the beginning of 
the last century to the present time, provisions 
never were cheaper in Scotland than in 1 759 ; 
though, from the circulation of ten and five-shilling 
bank-notes, there was then more paper money in 
the country than at present. The proportion be- 
tween the price of provisions in Scotland, and that 
in England, is the same now as before the great 
multiplication of Banking companies in Scotland. 
Com is, upon most occasions, fuUy as cheap in 
England as in France; though there is a great 
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deal of paper money in ED^and, and acaroe any 
in France. In 1751 and in 1752, when Mr. Home 
published his * Political Discounes,^ and soon 
after the great multijdication of paper money in 
Scotland, there was a very sensible rise in the 
price of provisions ; owing, probably, to the bad- 
ness of the seasons, and not to the multiplication 
of paper money. 

^^It would be otherwise, indeed, with a faiper 
money consisting in promissory notes, of which 
the immediate payment depended, in any respect, 
either upon the good will of those who issued 
them, or upon a condition which the holder of 
the notes might not always have it in Us power 
to fulfil ; or of which the payment was not exigible 
till after a certain number of years, and which in 
the mean time bore no interest. Such a paper 
money would, no doubt, fall more or less below 
the value of gold and silver, according as the 
difficulty or tmcertainty of obtaining immediate 
payment was supposed to be greater or less, or 
according to the greater or less distance of time at 
which payment was exigible.^ 

Such is Adam Smithes theory of Banking ; incul- 
cating a simple and safe system, sufficient for all 
practical purposes, and complete in itself. I deliver 
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this as my own opinion, not arrogmtly, or overbear- 
ingly, but as the deliberate result of the considera- 
tion I have been able to give the matter at issue, 
and the judgment I possess ; and also with a fiill 
persuasion that nine out of ten of our modem autho- 
rities and lawgivers upon the subject will, after the 
admission I have just made, consider all I may 
liavc afterwards to offer not worth three straws*. 
Nevertheless, such is my opinion, — valeatj &c. 

One of Smithes leading maxims is, that if Bank- 
ers are subjected to the obligation of an immediate 
and unconditional payment of their notes in coin on 
demand as soon as presented, then the trade may, 
with safety to the public, be rendered in all other 
respects perfectly free ; because the whole paper 
money of every kind whicli can easily circulate in 
any country never can exceed the value of the gold 
and silver of which it supplies the place, or which 
(the commerce being supposed the same) would 
circulate there if there was no paper money. 

In making these assertions, Adam Smith well 
knew that, as a Banker's readiest means of making 
a profit in his business is by putting out his notes, 
a sense of self-interest will constantly urge him to 
increase his issues. For that temptation, however, 
he saw there was a steady check in the obligation 



SUMMARY OF SMITHES SYSTEM. 61 

to pay gold or silver on demand. He expresses 
this general rule as follows : — 

^^ Should the circulation of paper at any time 
exceed the value of the gold and silver of which it 
supplies the place, many people would immediately 
perceive that they had more of this paper than was 
necessary for transacting their business at home ; 
and as they could not send it abroad, — Bank paper 
only passing current where it is issued, — they would 
immediately demand payment for it from the Banks. 
When this superfluous paper was converted into 
gold and silver they would easily find a use for it by 
sending it abroad ; but they could find none when 
it remained in the shape of paper. There would 
therefore be a run upon the Banks to the extent of 
this superfluous paper ."^ 

Smith'^s main doctrines then may be thus summed 
up: — 

1. His circulating medium was bank-notes, pay- 
able on demand in gold and silver coin. 

2. In wholesale dealings, paper money, and in 
retail dealings, coin, is to be preferred. 

3. Banking may be left perfectly free if all Bank- 
ers are obliged to pay their notes in gold or silver 
whenever payment of them is demanded. 

4. The proper supply of bank-notes in a country 
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is an amount equal to the sum of gold and silver 
which would have circulated had there been no 
bank-notes. 

5. If more notes than this amount are put out 
they will be quickly returned to the Banker, and 
thus no derangement of prices from oyeT-iaaues wiU 
take place, the evil of the ov^r-issue being visited 
back upon the issuer by a run for gold. 

6. No excess of issue can take place so long as 
Banks do not exceed the bounds of legitimate 
Banking business, which consists in advancing their 
notes upon real transactions, — ^that is, upon bills of 
exchange given for bond fide business done. 

Having thus sketched Adam Smithy's principles, 
I have next to advert to the exceptions that have 
been taken to them. First, however, it is to be 
specially observed, that we are not now, and have 
not for a long time had, any thing to do with the 
currency of which this eminent writer treated. 
When Adam Smith applied his mind to the ques- 
tion gold and silver were a legal tender ; the Bank 
of England issued no notes under 10?. ; no Banker 
could issue notes for less than 5?. ; and Bank of 
England notes not being a legal tender, all Banks 
were obliged to pay their obligations in specie when 
required to do so. 
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According to this summary, three conditions of 
Adam Smith'^s currency system, each of no light 
consequence, were in full play at the time he ex- 
pounded it, but have long ceased to exist conjointly. 
May it not be worth our while to fix these points 
in the memory before we proceed ! Grold and sil- 
ver, when Adam Smith wrote, were both a legal 
tender : a debtor might pay any sum he owed in 
gold or silver, as he pleased ; now silver is not a legal 
tender above twenty shillings. Again: the Bank 
of England circulated no one-pound notes at that 
time, but it has circulated them since then ; — the 
paper of that establishment was not then a legal 
tender, but it is now. Changes of this material 
kind challenge attention at all times ; but they are 
most remarkable when, as happens to be the case 
before us, we have departed from a system, the 
merits and reasonableness of which have raised its 
author to the rank of master of the science upon 
which he wrote ; while the more we have swerved 
from the doctrines he wisely taught, the more have 
we deepened and prolonged our sufferings. 
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It is rather curious that Adam Smithes theory 
was not found fault with until the circumstances 
to which it applied had been materially changed. 
He dealt, it is to be observed, with a legal standard 
of silver and gold, both unlimited in amount. The 
first Lord Liverpool was the first who broke from 
that ancient rule: he began by making silver a 
legal payment for sums at and under 25/., and the 
restriction has been reduced by degrees to one pound 
sterling. Another opportunity will present itself for 
considering the fitness of that departure from the 
long established usage of the country. I pass on, 
therefore, to the Bank Restriction Act of 1797, 
the great sweeping innovation which cut our whole 
monetary system up root and branch, and gave rise 
to convulsions, vicissitudes, and losses, of which it 
is now impossible to convey even a faint idea by 
any description, however graphic or forcible. It 
must suffice to say, that the state of our currency 
for twenty successive years, during which the means 
and energies of the country were strained by the 
mightiest of foreign wars in which we had ever 
been engaged, to their utmost capacities of exer- 
tion and extension, was this : every one who pleased 
set up as a Banker, and issued 1/. notes. Mr. 
Everybody, who often turned out in the end to be 
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NoIxk1}% when pressed to meet his engagements, 

was required to pay in Bank of England notes 

or fail ; and in nine cases out of ten, he preferred 

the latter alternative as the more opportune one, 

while the Ilank of England was not obliged to 

pay at all. JIanking, it is hardly necessary to add, 

upon such terms, was rather a tempting game, and 

gamblers in proportion flocked around to play at it. 

Curious facts abound to illustrate the monetary 

condition of England during this interval, of which 

the most striking are, the increase in the number 

of Bankers, and the host of them that failed. In 

eight years the total number of private Bankers in 

England rose from 230 to 517; and they went on 

increasing by hundreds until 1819, when there were 

as many as 940. From this point they began to 

fall rapidly away, no fewer than 240 disappearing 

in the short space of two years. 

It must not be supposed, however, that these 
and other ruinous consequences of the suspension 
of specie payments were of sudden origin. On the 
contrary, they were of rather a slow growth. At 
the beginning the Banks and Bankers either knew 
not the extent of the power they possessed, or 
feared it might prove, as it ultimately did, too for- 
midable for their control if freely exercised. They 
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let loose, however, by degrees, and when they did, 
critics were not wanting to scrutinize their con- 
duct and dispute its propriety. Amongst the first 
persons who opened this abundant mine of contro- 
versy were Messrs. Boyd and Thornton, Lord 
King, Mr. Huskisson, and Mr. Ricardo. A tribe 
of minor pamphleteers and conunentators followed 
whose names and reputations quickly sunk into 
obscurity. Lord King by his position no less than 
by his talents, and Mr. Ricardo, by the variety 
and ability of his publications, took the lead of the 
party ; and after much speaking and writing, the 
celebrated BuUion Gonunittee sat in 1810, and by 
adopting Mr. Ricardo^s principles, made that gen- 
tleman for a time the highest monetary authority 
amongst us. 

The part taken by Lord King, father of the pre- 
sent Earl Lovelace, on this question, gave rise to 
much discussion and peculiar legislation. An able 
and determined member of the opposition, he 
published a pamphlet on the currency, which ob- 
tained considerable praise as a happy specimen of 
literary composition and argumentative power. 
Soon after, as the Bank Restriction Act only ex- 
empted the Bank from paying in gold, without 
making Bank of England notes a legal tender, he 
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gave his tenants notice to pay their rents in gold, 
and having sued one of them to enforce this de- 
mand, he drove ministers to the necessity of pass- 
ing two Acts of Parliament, the first declaring 
a one-pound bank-note and a shilling equal to a 
guinea, although it was notorious a guinea had 
been for years at a much higher price, as high 
at times as 26^. ; and the other Act making Bank 
of England notes a legal tender for the payment of 
all debts. This continued to be the law until specie 
payments were restored. Bank-notes then ceased 
for an interval to be a legal tender, but were again 
made one by Lord Althorpe upon the renewal of 
the Bank Charter in 1833. 

It was about the year 1810 that some of Adam 
Smlth'*s doctrines were for the first time formally 
controverted, and ruled to be erroneous upon the 
solemn judgment of Lords and Commons. Of those 
impugned, the principal was that which maintained 
the safety with which a merchant'*s bills of exchange 
for hond fide business done, might always be dis- 
counted. 

The rule in the Wealth of Nations, book ii. 
chap. ii. is this : " If the paper money which the 
Bank advances never exceeds the value of that 
capital which a merchant or undertaker of any 
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kind would otherwise be obliged to keep by him 
in ready money for answering occasional demands, 
it never can exceed the value of the gold and silver 
which would necessarily circulate in the country if 
there was no paper money ; it can never exceed the 
quantity which the circulation of the country can 
easily absorb and employ ;*" therefore ^' when a 
Bank discounts to a merchant a real bill of ex- 
change, drawn by a real creditor upon a real debtor, 
and which, as soon as it becomes due, is really paid 
by that debtor, it only advances to him a part of 
the value which he would otherwise be obliged to 
keep by him in ready money for answering occa- 
sional demands."*^ 

This, as a principle of Banking, the Bullion 
Committee pronounced unsound, and totally re- 
pudiated. There were reasons adduced in sup- 
port of the decision, no doubt — there is a reason 
to be given for everything now-a-days — notwith- 
standing which, as I happen to have a fancy 
for saying what I think, I must take occasion to 
observe that Adam Smith in my humble judgment 
was right ; and that, not only fundamentally and 
wholly so, but that the more manufactures and 
commerce increase in a country limited like ours 
in space, and growing in population, the more 
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indispensable will the rule in question be found, 
and the more energetically must it be acted upon, 
unless you would break down her manufacturing 
and mercantile interests, and irrevocably pauperize 
her multitudinous inhabitants. 

It is wise, no doubt, to guard against over- 
trading ; but there is perhaps even more wisdom 
in avoiding the opposite extreme. There is, and 
always must be, a tendency to over-trading in a 
community like ours. Many a bill has been, 
and is now, discounted for a bond fiie tranah 
action, which, nevertheless, was only the first step 
in a foreign venture, destined, because either im- 
maturely considered or injudiciously appUed, to 
prove a complete and irredeemable failure. Such 
speculations are part and parcel of the nature of 
commerce, and are constantly pushed to the ex- 
treme in all countries. Let us allow all the weight 
the truth can fairly carry, and after all, that I 
apprehend will prove a much more salutary and 
safe policy, which leaves excesses of this kind to 
the natural course of things, which looks for ulti- 
mate protection and redress to the steady correc- 
tion which the reactions they must inevitably gene- 
rate will administer, and prefers to let things right 
themselves, rather than by interfering over much 
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to check the progress of improvement, and that 
development of additional resources, which has 
been rendered indispensable by our advanced posi- 
tion, our increasing numbers, the luxuriant pro- 
ducts of existing capital, and those high attain- 
ments whose generous nature knows no cold or 
stagnant medium between fruitful progression and 
withering decay. 

On we must go ; our rapid movement has given a 
momentum to our action which makes pause or halt 
incompatible with safety. The energies of the empire 
must be fed ; they ought not to be over-stimulated, 
neither ought they to be forcibly depressed or 
pinched. The greater the scale of our operations, the 
quicker the velocity of our motion, and the more pre- 
cious the magnitude of our undertakings, the more 
are genius, judgment, skill, originality, and invention 
required in our leaders and instructors. If rash- 
ness would be ruin, so would faint-heartedness. 
Fortitude, well-informed and gently-tempered, ap- 
plying to the exigencies of the times those rules of 
wisdom which periods less agitated and critical 
have given birth to, avoiding particular sects and 
dogmatizers of all classes, and providing steam 
enough to keep the engine to the speed it has 
been proved capable of attaining with safety — these 
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Smith says, ^^ Should the circulation of paper at 
any time exceed the value of the gold and silver 
of which it supplies the place, mauy people would 
immediately perceive that they had more of this 
paper than was necessary for transacting their busi* 
ness at home; and as they could not send it 
abroad, (bank-paper only passing current where it 
is issued,) they would immediately demand ])ayment 
for it from the Banks. When this superfluous 
paper was converted into gold and silver, they would 
easily find a use for it by sending it abroad, but 
they could find none when it remained in the shape 
iyf paper; there would be, therefore, a run upon 
the Banks to the extent of this superfluous 
paper *.^ * 

The language of the Bullion Committee on the 
same point is as follows : — '^ It is important to 
observe, that under the former system, when the 
Bank was bound to answer its notes in specie upon 
demand, the state of the foreign exchanges and the 
price of gold did most materiaUy influence its con- 
duct in the issue of those notes, though it was not 
the practice of the directors systematically to watch 
either the one or the other. So long as gold waft 

1 Wealth of Nations, book iL ch*p. it 
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demandable for their paper, tbey were ^peedify ap- 
prized of a depression of the exchange and a rise in 
the price of gold, by a ran upon th^n for that 
article. If at any time they incautiously exceeded 
the proper limit of their advances and issues, the 
paper was quickly brought back to them by those 
who were tempted to profit by the market price of 
gold or by the rate of exchange. In this manner 
the evil soon cured itself.^ 

This is evidently nothing more than Smith'^s doc- 
trine in other words ; the same principles are set 
up, and upon the same reasoning, in both the ex- 
tracts here given ; and if one is correct so must 
the other be also. At the same time it is not to 
be denied, that we have had in this country reason 
to believe that an interval may occur, while the efifects 
just stated are in a course of production, or rather, an 
interval may intervene before they begin to operate 
perceptibly, during which prices may be temporarily 
deranged. But the ultimate ratio is the same under 
all circumstances ; and the most we can do for the 
Bullion Committee is to admit that it showed the 
precise way in which the efiect is brought about : 
as this, — ^an over-issue affects prices, and prices 
being affected, the holder of superfluous notes finds 
that he has more of them than he wants, or than 
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wiU exchange against commoditiea of the quantity 
and quality they used to do. He will theiefore 
proceed to set things right by returning the notes 
again to the Banks from which they were issued ; 
and thus the cause and eflfect are exactly what 
Smith described; and the only question to be 
raised, if that be worth a discussion, will turn upon 
the time the evfl takes to work its own cure. 

A third doctrine sanctioned by the authority of 
the Bullion Committee was new and correct ; namely, 
that the issues of the country Bankers are regu- 
lated by those of the Bank of EIngland. The theory 
itself, however, if it did not originate with Mr. 
Sicardo, received from that gentleman one of the 
fullest and clearest expositions that had appeared 
of its operation : of this the reader shall judge for 
himself. The following are the remarks of the 
Bullion Committee upon it. 

'^ So long as the cash payments of the Bank are 
suspended, the whole paper of the country Bankers 
is a superstructure raised upon the foundation of 
the fapear of the Bank of England. The same 
check which the convertibility into specie, under a 
better system, provides against the excess of any 
part of the paper circulation, is, during the present 
system, provided against an excess of country Bank 
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paper, by its convertibility into Bank of England 
paper. If an excess of paper be issued in a country 
district, while the London circulation does not ex- 
ceed its due proportion, there will be a local rise of 
prices in that district, but prices in London will 
remain as before. Those who have the country 
paper in their hands will prefer buying in London, 
where things are cheaper ; and will, therefore, re- 
turn that country paper upon the Banker who issued 
it, and demand from him Bank of England notes, 
or bills upon London; and thus the access of 
country paper, being continually returned upon the 
issuers for Bank of England paper, the quantity of 
the latter necessarily and effectually limits the quan- 
tity of the former." 

The way in which Mr. Ricardo expressed the 
opinions he had arrived at was this : — 

" The money of a particular country is divided 
amongst its different provinces, by the same rules 
as the money of the world is divided amongst the 
different nations of which it is composed. Each 
district will retain in its circulation such a propor- 
tionable share of the currency of the country as its 
trade, and, consequently, its payments, may require, 
compared to the trade of the whole ; and no in- 
crease can take place in the circulating medium of 
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one district, without being generally diflfused or 
calling forth a proportionate quantity in every other 
district. It is this which keeps a country bank- 
note always of the same yalue as a Bank of Eng- 
land note. If in London, where Bank of England 
notes only are current, one million be added to the 
amount in circulation, the currency will become 
cheaper there than elsewhere, or goods will become 
dearer. Goods will, therefore, be sent from the 
country to the London market, to be sold at the 
high prices ; or, which is much more probable, the 
country Banks will take advantage of the relative 
deficiency in the country currency, and increase the 
amount of their notes in the same proportion as the 
Bank of England had done ; prices would then be 
generally, and not partially, afiected. 

^\ In the same manner, if Bank of England notes 
be diminished one million, the comparative value of 
the currency of London will be increased, and the 
prices of goods diminished. A Bank of England 
note will then be more valuable than a country 
bank-note, because it will be wanted to purchase 
goods in the cheap market; and as the country 
Banks are obliged to give Bank of England notes 
for their own when demanded, they would be called 
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upon for them until the quantity of country paper 
should be reduced to the same proportion which it 
before bore to the London paper, producing a cor- 
resi)onding fall in the prices of all goods for which 
'it was exchangeable. 

^^ The country Banks could never increase the 
amount of their notes, unless to fill up a relative 
deficiency in the country currency, caused by the 
inci*cased issue of the Bank of England. If they 
attempted it, the same check which compelled the 
Bank of England to withdraw part of their notes 
from circulation, when they used to pay them on 
demand in specie, would oblige the country Banks 
to adopt the same course. Their notes would, on 
account of the increased quantity, be rendered of 
less value than the Bank of England notes, in the 
same manner as Bank of England notes were 
rendered of less value than the guineas which they 
represented. They would, therefore, be exchanged 
for Bank of England notes, until they were of the 
same value. 

" The Bank of England is the great regulator of 
the country paper. When they increase or decrease 
the amomht of their notes^ the country Banks do the 
same ; and in no case can country Banks add to the 
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general circuUuion^ wiU9$ the Bank ofEnglandtkaU 
have preffiously increased the amount o/tieir notee*.'^ 

Two remarks present themselTes upon reading 
this extract, which are perhaps worth noting. In 
the last paragraph we detect the first suggestion of 
the legal tender clause, which however did not 
come into operation until 1834. If the supply 
of paper furnished by the country Banks was 
necessarily at all times great or small in propor- 
tion to the quantity of notes issued by the Bank 
of England, you obviously governed the pi^r 
currency of the country Banks whenever you 
succeeded in governing the issues of the Bank 
of England. If then you could command this 
latter power, and found that you effectually regu- 
lated the issues of the Bank of England by com- 
pelling it to pay its notes in gold, it necessarily 
followed that the same ends would be ensured at 
the country Banks by requiring them to pay their 
notes in Bank of England paper. By this, it was 
argued, you simplified the action of your monetary 
system, and economised in the most conmiendable 
manner the use of gold. 

The other remark I have to make is this. The 

* ^ The High Price of Bullion, a Proof of the Depreciation of 
Bank notes." 
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views of Banking and currency we are now ex- 
amining were promulgated in 1810 — and they were 
in the main incontrovertible ; but they were none 
of them acted upon until 1820. We could not 
have a more apt case in point, to show how slow is 
the triumph of truth over error, or how hard it is 
to bring a country back into a good condition, 
after it has once fallen into a bad one. The 
French say, Ce rCeft que le premier pa$ qui coute — 
and they may be quite right in saying so. At the 
same time it is plain that the observation does 
apply with equal force to England. Perhaps it is, 
as Sterne said long ago, that " they manage those 
things better in France.'*' In England we took 
our first step in Banking and currency reform, as 
already stated, in 1809 ; we are now in 1842, and 
we are far from seeing our way at all clearly to the 
consummation of our improved system. 

As much of the progress, such as it happens to 
be, which we have made during this long period is 
due to the writings and speeches of the late Mr. 
David Ricardo, M.P. for Portarlington, it may be 
• proper to notice the principles he inculcated and 
the different publications by which he so assiduously 
kept the attention of parliament and the public 
fixed to the subject. 
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Before the Bullion Committee produced their re- 
port, Mr. Ricardo published the pamphlet, from 
which a quotation has abready been taken, entitled, 
" The High Price of Bullion, a Proof of the De- 
preciation of Bank-notes.'" In that essay, which 
was clearly and forcibly written, and which ran 
through seyeral editions, those principles were in- 
culcated respecting the use and application of the 
precious metals and the exchanges, which were 
afterwards adopted by the Gonunittee itself. When 
the Committee reported, and their Report amongst 
many other assailants was formally attacked by 
Mr. Bosanquet the Bank director, Mr. Ricardo 
came forward and vindicated its conclusions and 
his own doctrines with promptitude and ability. 
After this he continued to draw upon public atten- 
tion by bringing out pamphlets.on " The Profits of 
Stock,^ and '^ On the Best Means of Securing a 
Safe and Economical Currency,^^ winding up his 
labours with a finished treatise, which appeared in 
1817, on the "Principles of Political Economy and 
Taxation.**^ In this he made rather free with some 
of the doctrines of Adam Smith, and was generally 
considered to haye rendered good service to the 
science, by eliminating as one of its fundamental 
principles the axiom that the exchangeable value of 
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commodities is regulated not so much by the ratio 
between the demand for and supply of them in the 
market, as by the quantity of hhaur required to 
prodvice them in the market^ which labour is the true 
measure of their expense. 

Into that question, however, I have no room 
to enter here ; and must therefore confine my- 
self to a notice of his plan for making bank- 
notes payable in bullion, which was to aSbrd all 
the security of a gold currency without any of the 
expenses incurred in coining money, and without 
any accruing loss from the wear and tear of the 
money coined. Of this idea, which was not only 
lauded to the skies by his friends and the poHti- 
cal party with which he acted in Parliament, as 
the perfection of felicitous invention and original 
genius ; but was emphatically commended by com- 
mittees of both houses of Parliament — some short 
account is called for ; as, notwithstanding all the 
praises bestowed upon it, and the deliberate man- 
ner in which King, Lords, and Commons concurred 
in carrying it into effect, it proved in the end as utter 
a failure as any contained in the annals of invention. 

There are two great points desired in order to 
constitute a good currency — first, security, and next 
economy. If by any device whatever we could 
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maintain paper steadily upon a par with gold, or 
if, as Adam Smith has observed, we could guard 
against the issue of any greater quantity of notes 
at any time than would represent the amount of 
gold and silver that would have been employed 
if they had not been resorted to, we know that the 
cheapness with which such notes can be produced, 
and their convenience for the purposes of general 
use, would render them unobjectionable instru- 
ments of exchange. The causes of the great diffi- 
culty experienced in keeping the value of guineas 
and bank-notes equal in this country were 
thoroughly understood ; and amongst the argu- 
ments insisted on by the friends of the Bank of 
England, in resisting the proposed return to cash 
payments, no one was pressed into harder service, 
or proved more vexatious to the reformers, than 
that which maintained that the gold had gone out 
of the kingdom before the Bank Restriction Act 
passed, and that, however you changed the law, 
it would go again. The great desideratum, there- 
fore, was a device by which the gold could be 
freely used, and yet kept at home. There was the 
rub. For it was not to be denied that the value 
of a currency, made up partly of paper and partly 
of coin, must be depreciated whenever an over- 

£ 6 
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issue of paper takes place. Not only does the 
value of the paper vary under such circumstances, 
but the value of the coin also. When this happens, 
the coin is melted down into bullion, because a 
profit is to be gained by its exportation. It was 
at this point, as Mr. Bicardo conceived, that the 
hinge of the difficulty was to be detected ; and it 
struck him that if there was no coin in circulation, 
the occupation of the bullion merchants in sending 
notes to the Bank to be exchanged for gold, and 
reaping a profit by melting it when thus obtained, 
would necessarily cease ; and with it the loss which 
had thereby formerly accrued to the state. He 
therefore proposed, that the Bank should pay in 
gold but not in coin — and for this purpose the 
mode of payment at the Bank, was to be in bars 
of gold of twenty ounces each. 

Having thus introduced the discovery, it will now 
perhaps be best to refer back to Mr. Bicardo^s 
pamphlet for the original explanation of it, which 
was given by the author, in the following passages. 

" It appears, therefore, that if there was perfect 
security, that the power of issuing paper money 
would not be abused ; that is, if there was perfect 
security for its being issued in such quantities as 
to preserve its value relatively to the mass of cir- 
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dilating commodities nearly rniiform, the precious 
metals might be entirely discarded from circula- 
tion. 

" To secure,'*' says Mr. Bicardo, *' the public 
against any other variations in the value of the 
currency than those to which the standard itself 
is subject ; and, at the same time, to carry on 
the circulation with the medium the least expen- 
sive, is to attain the most perfect state to which 
a currency can be brought ; and we should possess 
aU those advantages by subjecting the Bank to the 
delivery of uncoined gold or silver at the mint 
standard and price, in exchange for their notes, 
instead of the delivery of guineas ; by which means 
paper would never fall below the value of bullion, 
without being followed by a restriction of its quan- 
tity. To prevent the rise of paper above the value 
of bullion, the Bank should be also obliged to give 
their paper in exchange for standard gold at the 
price of ZL 17«/ an ounce. Not to give too much 
trouble to the Bank, the quantity of gold to be 
demanded in exchange for paper at the-mint price 

4 ** The price of 3^. \^$. here mentioned, is, of course, an arbi- 
trary price. It might be fixed either a little higher or a little 
lower. In naming 32. 17«. I wish only to elucidate the principle." 



«f Si^. iriw I-:49«l. -x ^ -ijnansiiT to be aold «t the 
&Bk js vrl ITi^ sbnul asvier be less tban tunmty 
(OODcesw Iz :c2Kir wQffd> ik Buik sboiild be 
oiicc^ V p«:ra^feaii acT ^^nantinr of gold thai was 
c&c^ tbicc caoc fess than nrenftr ounces^ at 
St. \7k f^r c<zKi?« aod to sefl any qiantitj that 
mighc be iesaaied as Sf. 17«. lO^d. While they 
haTe the powier ot regnladii^ ik qoaiidtj of thdr 
paper* ihef^ is no possible incoaTenienee thait could 
resuh to tbem firvwQ such a regnhtion. 

^* The mcK$t peHect fibenj should be givi^ at 
the same time^ to ejqport or inqport any description 
of bullion. These traieactioas in bulli<Ni would be 
very few in number, if the Bank regulated liieir 
loans and issues of paper, by the criterion which I 
hare so often mentioned; namely, the price of 
standard bullion, without attending to the absolute 
quantity of paper in circulation. 

*' The object which I have in view would be in 
a great measure attained, if the Bank were obliged 
to deliver uncoined bullion in exchange for their 
notes at the Mint price and standard, though they 
were not under the necessity of purchasing any 
quantity of bullion offered them at the prices to 
be fixed ; for that regulation is merely suggested, 
to prevent the value of money from varying from 
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'the value of bullion, more than the trifling difier- 
ence between the prices at which the Bank would 
buy and sell ; and which would be an approxima- 
tion to that uniformity in its value which is ac- 
knowledged to be so desirable '.^^ 

As far as inquiry, information, reasoning,' and 
experience could avail to show the propriety of a 
return to the old standard of specie payments, the 
Bullion Committee of 1810 left the question firmly 
decided in the affirmative. But their conclusions 
were strenuously opposed by the Government, and 
in this as in so many other contests upon the 
political arena, party spirit found it an easy task 
to defeat sense and right. In 1810, Mr. Francis 
Homer, one of the founders of the Edinburgh 
Review, brought the subject before the House of 
Commons in a four hours speech, not less able than 
it was long, and excellently delivered. He sub- 
mitted sixteen resolutions for adoption, of which 
those that closed the series were most to the point, 
as for instance : — 

'' That the fall in the value of Bank of England 
notes and country Bank paper had been occasioned 
by too abundant an issue of paper currency ; and 
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that this excess had originated from the want of 
the check or control, in the issues of the Bank of 
England, that had formerly existed. 

'^ That the exchanges with foreign countries had 
been unfavourable for a considerable period to an 
extraordinary degree. 

'^ That although adverse circumstances of trade, 
and a large military expenditure abroad, may have 
contributed to this result; yet it had been in a 
great measure occasioned by the depreciation in 
the relative value of the currency of this country 
compared with the money of foreign countries. 

" That it was the duty of the Bank directors to 
advert to the state of the exchanges as well as 
to the price of bullion with a view to the regulation 
of prices. 

*' That the only certain and adequate security 
against an excess of paper currency, is the legal 
convertibility upon demand of all paper currency, 
into the legal coin of the realm. 

" That to revert gradually to this security, and to 
enforce meantime a due limitation of Bank of 
England and other Bank paper, it is expedient to 
resume cash payments in two years.'' 

Few men now-a-days would be bold enough to 
deny, ox resist the correctness of these positions. 

3 
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They were, however, then denied in the flattest, 
and resisted in the most determined manner 
by the ministers of the crown. " 1 have a con- 
fident expectation ^ said Mr. Rose, who spoke after 
Mr. Homer, " that I shall be able to show to the 
conmiitt^e, not only that there has been no de- 
preciation of Bank paper from excessive issue, but 
that j;here are more errors and misstatements in 
the Bullion Beport, than in any that was ever 
made to a House of Parliament. If the recom- 
mendations in that report were enforced by a law, 
compliance on the part of the Bank would be 
impracticable ; and if practicable and adopted, 
not the slightest advantage would accrue to the 
public.'*' 

Mr. Vansittart, who proposed counter resolutions, 
declared '^ that the plan of the committee, without 
effecting the object in view, would do more than 
either the decrees or the victories of Bonaparte, 
to execute the designs levelled at our destruction I*^ 

After several long debates and repeated adjourn- 
ments, the house came to a vote, and the motion 
being resisted by the whole force of the Govern- 
ment and the war party, as one the success of 
which would prove peculiarly serviceable to the 
French army, was lost by 75 ayes to 151 noes. 
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woiL-a ixujL-iL -K3» a^kfd aifti vxkttB, but nothing 
S:cif . Tiif smi :c :ar osi daring the mteral wu 
I2if szzzrii: rLinurii: rti&2 ci InlEoo parments in liea 
:i vxcz ja j=:ii«ir5w 6eD:ce ih^ kgiabmre eonaented 
4^ jcc. b:«4V;r. zfefv eonmfttfes vere appointed in 
bcch b:c««::>: AZpiiJfer fis3esc inv«sc^itioD again took 
pifto* in:.: i2:fe iiir^riii^efr derivable from the specific 
in ^u^>^::•:c «=ic£i vas nkimatehr inc<wporated in 
P«tr$ RlZ. IS :: bas Ixea t^niedf and then became 
the law vi" che land. 

Of tbe libour^ of these latter committees it is 
«iougfa to ohs^rre, that thej bid down no new prin- 
ciples, nor seenied to think that any were dkcover- 
aUe. Thov assumed as impregnable the positions 
previously occupied by the Bullion Committee, and 
considering, very properly, that the time was Qome 
for reducing sound theory to practice, directed their 
attention principally to a discovery of the best mode 
by which this could be done. Much of the difficulty 
of the position in which both committees found them- 
selves — ^and a sense of considerable difficulty most 
unquestionably must have pressed upon the mind of 
every thoughtful man who sat upon either one or 
the other — was opportunely relieved by Mr. Bicar- 
do^s plan. For the Bank had not at this moment 
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a stock of gold equal to the circulation which the 
internal trade of the country would require. Bullion 
bars in that emergency were a happy relief ; and it 
was accordingly recommended, that from February 
1st, 1820, to May 1st, 1823, the Bank of England 
should pay its notes in Bicardo ingots, and that the 
county Banks in the meantime should pay in Bank 
of England notes. 

We have, evidently, not yet done with experi- 
ments in the currency ; we have undergone some 
heavy treatment, and withstood not a few violent 
shocks in that respect ; but not having materially 
improved our condition, the doctors meditate fur- 
ther operations, to which, no doubt, we shall by- 
and-by have to submit with whatever courage and 
grace we can muster. With this prospect before 
our eyes, it may be instructive to look back to the 
opinions entertained of former theories^ and mark 
for a moment the vain confidence with which secu- 
rity and success were predicted from their intro- 
duction. It may be too much to suppose, that by 
reminding legislators and ministers of state of the 
disappointment and failure of their former hopes 
and prognostications, we shall arm them with reso- 
lution enough to resist for the future all novel dis- 
coveries and untried expedients. We may, how- 
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ever, succeed in quickening their minds to a due 
sense of the value of caution, and at least make 
them somewhat slower than they have been in the 
adoption of extreme measures. On this account it 
is that the space here devoted to Mr. Bicardo's 
cure for a deranged currency has been so consider- 
able ; and the same reason renders it necessary to 
particularize the opinions entertained of it by both 
houses of Parliament. 

The committee of the Lords, of which Lord 
Hardwicke was chairman, spoke of the plan aa 
follows : — 

" These considerations have led the committee 
to examine, with particular attention, a plan which 
has been suggested to them, and which, as it will 
appear by the evidence, is viewed in a very favour- 
able light by many persons well qualified to form a 
judgment upon such a subject. 

" The leading principle of this plan is, to restore 
to the country, by the speediest and safest means, 
a metallic standard, as the regulator of its paper 
currency, by permitting the Bank to pay its notes 
in gold bullion, at the Mint price, instead of gold 
coin. 

"Various advantages appear. to the committee 
to attend this plan, in preference to a simple 
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resumption, in the first instance, of cash payments 
by the Bank. It establishes, equally with cash 
payments, the principle and the salutary control 
of a metallic standard, while it aflfords the best 
prospect of avoiding or diminishing many of the 
inconveniences which are by many persons appre- 
hended from that measure. It exempts the Bank 
from the obligation of providing a quantity of gold, 
necessary to replace, in case the public should pre- 
fer coin to paper, all the smaller notes, to the amount, 
probably, of fifteen or sixteen millions, which are 
now circulated in London and in the country ; and, 
therefore, by relieving the bullion market from this 
demand, it prevents that augmentation of the price 
of gold which might be the consequence of large 
purchases of (hat article made in a short space of 
time, under the pressure of a necessity publicly 
and previously known; and it continues to the 
Bank, and, therefore, to the nation at large, all the 
advantages to be derived from the employment of 
a capital, equal to the amount of all the small notes 
in circulation, whether of the Bank of England or 
country Banks. In the one case this capital would 
still be, as it now is, employed in the support and 
extension of agriculture, and of commerce, whether 
foreign or domestic ; in the other, it would be 
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monk an addhioo to tlie deMl stock of the coontiy, 
pnxlucin;^ neither profit nor adruitaffe.^ 

Th. tVxnmoos" committee, <rf which Sir B. Peel 
^x- chairman, was still more earnest in its lan- 



• Kv rv-juiring the Bank to pay a giyen quantity 
of n ^:c$ in stamlaid gold at the Mint price, a se- 
cuntv a^inst fluctuation in the Tahie of the papa 
rjm nov w ill be provided, of the same nature with 
that "•">% i-iym^nt* iM fpecie affmrded previously to 
tho lu^triotion Act. If the issues of the Bank 
>luill .It any time, exceed the amoimt to which they 
ir.iist Iv limited, in order to maintain their value 
on a ] vir with gold, the Bank wiU be subjected to an 
«'. f * :f .}' 7'- iiofi'itui for gold, and wiD naturally have 
i\\vurs<\ as Ivforo the restriction,^ to the con- 
traction of tho issues of their paper. 

** Tho ohiof rocommendation of this plan, in the 
opinion of tho committee, is, that it will enaUe the 
Ibink to ^viy their notes in gold at a much earlier 
iH^riiHl than they could* pay them in the present 
ly^Ud ourroncy. There cannot, while this plan is 
rtottnl ufH^n, bo any demand for gold for the pur- 
|H^t's of internal circulation ; and whatever quantity 
it >YouUi Ih^ necossar}* to provide \iith the view of 
n^pkioiug tho ^niall notes at present in circulation, 
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may therefore be dispensed with. Thai portion of 
capital which must otherwise be applied to the pur- 
chase of an expensive and unproductive instrument of 
commerce^ will he less available for the employment of 
productive labour ; or at any rate time will be 
afforded, during the operation of the plan, for the 
gradual abstraction of that capital and for the ac- 
cumulation of such a stock of the precious metals, 
as may enable the Bank with perfect safety to 
supply a metallic currency.^ 

We have now explained the plan itself; we have 
given a summary of the reasoning upon which it 
was based, and we have shown what were the opi- 
nions pronounced upon it by the most competent 
judges and in the highest quarters. It was an- 
nounced to the public by the inventor as " An 
Expedient to bring the English Currency as nearly 
as possible to Perfection;'*'' and in almost every 
direction to which the public could look for an 
opinion to guide them in coming to a right con- 
clusion upon the subject, it was stoutly maintained 
that our currency would be placed by it upon such 
a footing as it never had been before; that the 
Bank directors would no more repeat their old sins 
of avarice and capriciousness ; that they would now 
be compelled to conduct all their operations with 
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rectitude and consistency ; that we should have no 
more panics ; no more runs for gold ; no further 
extreme oscillations in the value of money ; no 
sudden expansions and contractions of the cm> 
rencY ; the use of gold was to be economised to the 
nicest point of safety, while the issue of bank- 
notes was to flow in that gentle level, which was to 
keep the stream of the circulation, like the volume 
of water in the Thames, so prized by the poet as 
the model of good poetry. 

" Strong, without rage — without overflowing, full ! " 

All was to be free, sound, secure, safe, and pros- 
perous ; no doubt was hinted, no dispute raised, as 
to the result : but what after all came to pass ! 
What was the end of all these fine promises and 
glowing anticipations? Absolutely and positively 
nothing whatever ! There never occurred a more 
complete failure. The favourite ticket that was to 
prove so invaluable a prize in the great lottery of 
fortune was drawn and it proved a common blank. 
The bolt that was to illuminate the globe was 
launched under the most favourable circumstances, 
and it fell back to the earth without light or effect, 
a mere brutum fulmen, PeePs Bill was passed ; 
cash payments were resumed, and the Bicardo 
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ingots of sixty ounces each* were piled behind the 
Bank counters : but no one took them ; the spirits 
came from the vasty deep when they were caUed, 
but no one visited them when they had come. 
They lay unsolicited, unnoticed, and unused ; while 
panics, runs for gold, fluctuations in the currency, 
and all the old vicissitudes of periods of high pros- 
perity, alternating with seasons of extreme scarcity 
and stagnation of trade, recurred with as deplorable 
a frequency and intense severity as ever. 

It would now be difficult to assign a tenable 
reason for surprise or regret at the failure of the 
gold bar payment scheme, upon which it is im- 
possible to look as anything short of an ingenious 
cheat. It was a pretence that made a show of paying 
in gold, without really doing so. The contrivance 
was studiously prepared to make the payment so 
inconvenient, that although the gold was to be 
obtained, people would prefer going without it. It 
was an announcement of which the true meaning 
was this — " Qood people, if you want gold, here it 
is ; take it if you like it : but before you do take it, 
pray pause a moment, and observe how clever I am. 
Tis in a shape the most difficult for use when you 
have it. — Now tell me, will it not suit you better to 

F 
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leave it, rather than to take it under such circum- 
stances?*' 

After this fresh illustration of the old adage of 
nothing new under the sun, furnished by the ex- 
posure and decline of the Bicardo mania, some years 
elapsed during which it appeared to be generally 
felt that it was useless to complain, that the case 
was hopeless, and that the only relief attainable 
was the poor one derivable from a patient endur- 
ance of our fate. At length another doctrine came 
to be enforced with a high hand, I mean that for 
regulating the currency and keeping the circulation 
of Bank notes steadily proportioned to the wants 
of commerce, which soon claimed serious attention, 
because it was recommended to public notice as a 
practical measure, and appea.red a le^timate de- 
duction from the experience of the system so long 
and so oppressively in operation. This is now com- 
monly called Mr. Samuel Jones Loyd''s rule of re* 
gulating the issues of the Bank of England by the 
foreign exchanges, a rule promulgated by one of the 
earliest of our modem pamphleteers upon the cur- 
rency, Mr. H. Thornton, and of which it will be 
proper to take due notice. It will, however, be 
probably better not to advert to this matter in detail 
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until the Bank of England itself, and the panics 
that have arisen under the administration of the 
currency by that establishment, have been more 
particularly described. 
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CHAPTER V. 



Tbf Bank oi En^iftBd — its onfio, prifikgeB, and profits — ^Mis- 
nuio^Tnieiit of the cazrener, and eooaequent diatr BHBes en- 
tail«d apoQ the eoantrr — Sciiei oC paaieB from 1783 to 1814 — 
Great rise oC cimlatMi and dioeouiitB from 1800 to 1817 — 
Cootinaed panieo and agric iJuu al ilhttiw in 1816^ 1819^ and 
1833 — Remm to eaah pi^Tmenta— Eflecti of tfiatmeaonrenpcn 
prkca — 31r. Manhin Attvood's gp c e c h eB and Aeoij upon tbe 
sabjeet — Tbe panic of 1835 and anbaeqneot mometaiy re- 
vulaioDft. 



The Bank of England owes its origin* to a 
Scotchman, by name William Patterson, who pro- 
posed to relieve the embarrassments which con- 
tinued to press upon the Treasuiy for several years 
after the revolution of 1688, by raising in shares, 
1,200,000/. ; the whole of which was to be lent to 



' The project of an English national Bank has been considered 
to have been first broached by Dr. Hugh Chamberlen, the in* 
ventor of the obstetrical forceps, whose monument, erected at the 
expense of Sheffield Duke of Buckingham, by Scheemakers, with 
a very long and very eulogistic epitaph by Bishop Atterbnzy^ is 
in the north aisle of Westminster Abbey. 
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Government at 8 per cent ; the lenders being in- 
corporated as a joint stock company under the name 
and description of the Governor and Company of 
the Bank of England, with the privilege of keeping 
the accounts of the public debt, paying dividends, 
&c. ;^ for which an allowance of 4000?. a year was 
to be granted to them. This proposal having been 
accepted, the first Bank Charter passed in 1694, 
under the provisions of a particular Act of Par- 
liament — 5 & 6 William and Mary, c. 20. 

It is curious that, although founded by a Scotch- 
man, Scotchmen are eschewed by the Bank. What 
the first of the race did to entail a ban upon his 
feUow countrymen is not recorded, but it is commonly 
said in the city that three descriptions of persons 
are excluded, in practice, from employment at the 
Bank, namely Jews, Quakers, and Scotchmen. 

What a history of the Bank of England would 
prove as to volume and extent, if at all nunutely 
executed, may be judged from the fact, that the 
bare titles of the Acts of Parliament passed upon 
the subject of its ai&irs occupy more than two 
hundred pages of the index to the statutes at large. 
Such being the case, it would be vain to attempt 
to do more in a book like this than having shortly 
set forth what the Bank was upon its first estab- 

f3 
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lishment, to compress into a few paragraphs a 
simple statement of its condition, privileges, and 
resources at present. 

The capital of the Bank, ori^ally 1,200,000?^ 
is now 14,553,000?., all of which is lent to Govern- 
ment at the rate of about three per cent, per 
annum, which produces 446,302?. The dividends 
upon Bank stock are now, and have been since 
1837, seven per cent. The existing privileges of 
the Bank are, the monopoly enjoyed by bdng con- 
stituted the only joint-stock Bank which can issue 
notes in London or within sixty-five miles of it*, or 
which can draw or accept bills of exchange upon 
London. Its notes, moreover, are a legal tender 
everywhere but at its own counter, where, upon 
demand, they are required to be paid in gold. The 
Bank receives the revenue of the country for Qo- 
vemment, and holds the deposits of the various 
public ofl&ces, amounting on the average to four 
millions sterling. It is still remunerated for its 
trouble in registering transfers, and paying the 
dividends of the national debt ; but the increase 



* Private Banks with less than six partners may by law issae 
notes in London ; and joint-stock Banks may by 4aw draw and 
accept bills^ provided they run for more than six months after 
date. 
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of the debt has sweUed the allowance from 4000/. 
to 128,0007. a-year. Its charter expires in 1844, 
upon two conditions— one year'^s notice to that 
effect, and repayment of the debt the Government 
owes it. 

The Bank of England is about the closest cor- 
poration that ever existed. It is managed by 
twenty-four directors, who furnish no accounts to 
the proprietors. Eight go out of office every year 
and ei^t come in; when the period of election 
draws near, the directors make out a house list 
of the names of those they wish to have as col- 
leagues, and the house list is uniformly voted. 
This body is absolute in the extreme, and per- 
fectly free to act as it sees fit under all circum- 
stances. It is led by no authority, and restrained 
by no responsibility. Some of the directors, as, 
for instance, Mr. Horsley Palmer before the secret 
committee of 1832, have occasionally taken credit 
to themselves for going with public opinion. We 
shall presently be able to mark the justice of their 
pretensions in this respect. 

If there is any one point upon which more than 
upon another public opinion is now, and has for 
some time been, thoroughly made up and endur- 
ingly settled, it is, we apprehend, upon this —that 

F 4 
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the Bank of England has the complete control and 
absolute management of the currency of the whole 
country; and that the losses which the country 
has now, for some fifty years or so, sustained by 
repeated abuses of that currency, in the hands of 
the Bank, have been incalculable. So wild and 
extravagant have been the alternate expansions 
and contractions; so suddenly and capriciously 
have the value of money and prices been jerked 
up and tossed down, that it is not at all unreason- 
able to compare the Bank directors to a set of 
awkward showmen at a fair, with the trading in- 
terests of the nation in a great ill-contrived swing- 
swong, which at one moment they fling up high 
in the sky, and at another bring down so low as to 
drag the ground and rake the gutters with it : a 
violent recreation, which, at its highest elevation, 
few heads can sustain without bewilderment, and, 
at its lowest depression, none can endure without 
much suffering and disgust. Public opinion, I ven- 
ture to assert, has long been settled in these re- 
spects ; how, then, can it be pretended, with any 
show of truth, that the Bank has gone with public 
opinion ? 

In speaking of the currency it is impossible to 
doubt that its regulation under any system, how- 
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ever good, mnat be a delicate operation, demand- 
ing considerable knowledge, acute judgment, and 
sound experience. It ought to be the symbol of 
trade, and act with the truth of a register for 
marking the ebbing and flowing of the commercial 
tide. As it would be monstrous to suppose that 
the trade of any country can be carried on for any 
length of time without changes, so it would be 
unreasonable to expect that the currency of a 
country, which is the vane and index of the state 
of trade, can be sustained without fluctuations. 
As Mr. Giimey, the eminent bill-broker, observed 
to the Bank Charter Committee of 1832, when 
demand &lls short of supply, money is difiicult 
to be obtained, and of course its value rises. On 
the contrary, when supply &lls short of demand, 
prices rise, money is more easily acquired, and in 
proportion to that facility its value descends in the 
scale. 

However, therefore, we may be weU able to 
define what a sound system of currency is, and 
however confident we may feel in describing what 
it ought to be, our language must be qualified and 
our tone subdued when we come to speak of its 
working, for it would seem, from the very nature of 
things, to be rather a hopeless aspiration to hold 

F 5 
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out the proq)ect of m perfect system. This admis^ 
sion is due to truth, and it may be carried some- 
what further than I have now pressed it, inas- 
much as there is little room to doubt that Banking 
and currency are subject to the peculiar infelicity of 
having the best theories respecting them stamped 
with a character of extreme simplicity, connexion, 
and harmoniousness, which, however, when reduced 
to practice, too frequently abound in confusion, 
inconsistency, and discord. 

With this admission, and without meaning in the 
slightest degree to deny how arduous it always 
must be to maintain an uniformly steady currency 
for any long period, it is now time to show what a 
paper currency is, what its general operation is, 
and, after that, what have been the particular fluc- 
tuations evolved under its management in this 
country by the Bank of England. 

A mixed currency, such as ours at present, con- 
sisting of paper convertible into gold at the option 
of the holder, was well explained by the late Mr. 
Huskisson when he said, " Paper currency is so 
much circulating credit ; whoever buys gives, who- 
ever sells receives, such a quantity of pure gold as 
is equivalent to the article bought or sold. Or if 
he gives or receives paper instead of money, he 
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gives or receives that which is valuable only as it 
stipulates the payment of a given quantity of gold 
or silver ; money alone is the universal equivalent, 
paper currency the representative of that money .'^ 

From this it follows clearly, that a paper cur- 
rency is perfectly sound when the gold it represents 
is to be had on demand. We may add that when 
unsound, the degree of its unsoundness is to be 
measured by the extent of the inability that exists 
to meet that demand. It is, moreover, easy to per- 
ceive, that whether a currency consists of paper, or 
of specie, or of both, it must, like every other com- 
modity, be depreciated by excess, and raised in 
value by deficiency. In either case the prices of 
commodities become deranged, inasmuch as the just 
proportion is thereupon lost which ought to subsist 
between commodities and the currency, as the only 
medium by which theur exchangeable value can be 
accurately measured. ' 

The teaching of truth is sufficiently easy. If you 
can demonstrate to a man or any set of men that 
an error has been committed, the error will be 
readily admitted ; but it is one thing to produce 
this conviction on the mind, and another to pre- 
vent the repetition of the same error. The direc- 
tors of the Bank of England furnish rather a strong 

f6 
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case in point, of the weakness of human natore in 
this respect. 

The habit of tampering with the currency was 
contracted by these gentlemen at an early period ; 
we can trace it distinctly as far back as 1 782, and 
find it persevered in up to 1839, invariably with the 
same pernicious results. The matter is rendered 
still more curious by the fact, that these gentlemen 
appear to have had a distinct perception aU the time 
of what they were about. We are not reduced to 
the necessity of taking anything for granted in this 
respect ; we are not driven to assume that, as men 
of business, they must have known that the aggre- 
gate value of the currency of a country depends 
upon the extent of the operations for transacting 
which it has been provided ; that if these increase 
while it remains the same, a rise must take place in 
its value ; and if, on the contrary, it increases when 
the operations do not, its value must decline. '^ ^Twas 
their vocation,*^ as FaLstaff says, to learn this ; and 
they have repeatedly confessed they had learned it, 
at an early stage of their career. Nor could it be 
otherwise ; for suppose the business of the country 
to consist of any number of operations, no matter 
how many ; and that any amount of notes or sove- 
reigns, no matter what, is required to carry on those 
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them in DcGoinbcr of the same year, the reduction 
in nine months having been from 9,600,000/. to 
5.!)!)4.<)0(V.*' The lesson taught the directors in 
this instance was as full of striking instruction as 
could 1)0 (losircd. Their average circulation in 1781 
i\*as 7,()2i,705/. and their average amount of coin 
and bullion 3,071,265/. In 1782 they pushed the 
circulation up more than two millions, and lost a 
million of their stock of gold, which in 1783 sunk 
to tho low average of 955,635/. 

In 1 792 another panic spread through the coun- 
tr}*. l)y-the-by, there seems to be a tendency in 
the visitations of these panics to return in ten 
years. Here we have the decennial interval 1782 
and 1 792 siprualizcd by panics, to which recent ex- 
|H^rioiu*o enables us to add the more fatal years 
1S2() and lSo(). After this, the question is rather 
a |HTtinent one, how are we to fare in 1846 ! 

Looking to the Bank in 1791, we trace the 
usual eonnexion between its proceedings and the 
ensuing niisc*liief. In 1791 we find a rise in the 
average amount of its issues exceeding a million 
and a half, followed by a reduction in the average 
amount of its bullion in the next year of more than 
two millions. This warning, however, does not 
appear to have been strong enough ; for although 
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the increased circulation of 1791 was attended by 
the much greater reduction of bullion just men- 
tioned in 1792, yet the quantity of bank-notes kept 
afloat, notwithstanding the drain during this latter 
year, being still the same, another million and a 
half of gold took its departure in 1793 ; nor do we 
trace a reflux until the circulation was reduced, 
when, indeed, the gold returned. 

It is impossible to resist the impression which 
chains of events, so closely linked together as these, 
are calculated to produce upon the mind. It may 
be very well to point to other circumstances co- 
incident with these enlarged issues, and to show 
that they too &youred speculation and stimulated 
over-trading ; still, after every reasonable allowance 
which may be fairly claimed on this score, it is 
manifest, that if the Bank directors at these junc- 
tures had duly noted the working of their own acts, 
they must have seen that the natural tendency of 
an increased circulation of paper currency is to dis- 
place gold, and that a contraction of the paper 
material contributes to a restoration of the gold. 

We have now to take notice of an interval, 
during which a heavier blow was struck against 
the solidity of the Bank, than had ever before 
fallen upon it — ^a blow moreover, sustained in the 
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midst of great monetary cheeks, and a commercial 
revulsion, the strongest and most momentous that 
up to the period in question had occurred in our 
history. We allude to the year 1797, and the 
events that entailed upon the Bank a suspension 
of cash payments at that epoch \ Unquestionably 
a deep share of the blame to be apportioned to the 
disaster of 1797, and the consequent monetary 
derangements into which this country was so 
injuriously forced, is justly chargeable against the 
Bank of England. Thenceforward for a series 
of years the institution became a political instru- 
ment, and it avails little for the character of the 
directors of that day, that they felt and confessed 
they were doing wrong, but abandoned their 
better judgment to the importunities of the 
prime minister, who persuaded them that the 
alarming state of public affairs made it necessary 
on their part to jeopardy their own safety, and 
the commerce of the country, in order to enable 



' This was the second suspension of which the Bank of England 
has been guilty. Its establishment was attended with yarious 
difficulties which reduced its notes to a heayy discount, and 
ultimately compelled the directors to stop payment. This mis- 
fortune happened in 1696 ; but the Government coming to the 
rescue, the dilemma was soon overcome, and business was re- 
newed with better success than had been experienced before. 
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them to raise extraordinaiy funds for the vigorous 
prosecution of the war in which he had engaged. 
Urgent demands for money pressed upon the trea- 
sury; and the treasury unable to meet them 
pressed in its turn upon the Bank ; the managers 
of which, as uninventive as they were weak, yielded 
to the soUcitations for assistance made by Oovem- 
ment, until their coffers had become so exhausted, 
that on Saturday, February 26, 1797, the stock 
of coin and bullion, which had risen after the 
panic of 1792, to an average of 6,878,610^. was 
reduced to 1,270,000^. ; and as it was pretty clear 
that another week, such as they had lately experi- 
enced, would drain the last guinea of this small 
sum, an order-in-council was issued which pro- 
hibited the directors from paying in gold, until 
Parliament should make further provision upon the 
subject. 

Startling and decided as this step was, it never- 
theless produced at first no injurious impression 
upon the public mind. It was accompanied by 
earnest assurances of great wealth upon the part 
of the Bank, while the leading merchants and 
Bankers in the city assembled, and publicly an- 
nounced their willingness to take bank-notes in 
payment as usual. 'Soon after, a committee of the 



I-i rxa «: 



cuiBE It *.iiiiiinmB 
aammaDit if :ai> 




It 

Hit Uii»<!t iimCTTfL lae 

Ai laif aoK "snm x sbbb Iks Aim i uL ^bt poE- 



^bkI sLssdmaai had x jjnasi isai t? A» widi tfe 



cIKEe^. Ar«?^v^rT5l^B^nD^ vas wcesBUTtoendhfe 
the ciziisCcr :o drrr ccs cbe exiensive fa»MM«Sal 

creasei : azid in order to intee sfiirit into the 
men of whom he made snch Tahahle iBe, he thov^it 
it e3cpedient to exonerate them finom the ovffinazy 
liabilities attachii^ to them as Banken. With 
him. however, p(Jitical conTenience, and not the 
good of the Bank or coomiercial interest, rdgned 
paramomit. He soon fomid that he had obtained 
hold of a weapon sach as it wdl suited him to 
wield under such an emergency, and he resolved 
not to let it slip firom his hand while there re- 



AND PROLONGED FOR TEARS. 115 

mamed a foe to assault him. Parliament accord- 
ingly and the people were flattered into a belief 
that the restriction was an event abounding with 
national advantages. Whfle this delusion prevailed 
it was easy to induce the legislature to continue 
the restriction until one month after the conclusion 
of the war. That event took place towards the 
close of 1801, but the unsettled condition of things 
at that juncture made a return to cash payments 
impossible. The restriction, therefore, was neces- 
sarily prolonged for an extended time ; during 
which the war broke out again, and again the law 
provided that, until peace was^ definitely ratified, 
there should be no cash payments. The war raged 
for thirteen years, and when at last peace, after 
a long absence, returned, it was found that we 
were by no means equal to the labour of resuming 
our ancient standard. We required seven years 
of arduous preparation for that effort — the pains 
of which, it is no exaggeration to observe, fully 
doubled the sum of the injury inflicted by the 
original evil. 

When liie Government found its account in 
making the Bank a passive political machine, it 
was to be expected, in the natural course of things, 
that some corresponding advantages would accrue 




iiny ^Jaiisr bl ttat tber wane 
» c nvr** £iucs:« jjjw i iac » ^Mi iIht ifipenr to 
mm ><tni. \'iii» w p%n«er i» iasB^ notes of all 
ii:«Mnxxuc:tfiK SKsmr iiiiiiiifiwil : ii is isdier sor- 
YT^unr '^^ttc t w 3i;€ jff 4iMe «iiare»ed to the 
.'mnr-m'%isi^ ^vatfoc x jA«c«aDK> TCftcked. The sos- 

ivu&ii a It smA n^mnss aoM9BH3r led to a 

. ■• • * — 

Tap^r suitecraw j/r zrinaMs: aad the Bank of 
Vir^a^xu^ «-iA.->^ iim^ «? 173!:^^ had issued no note 
iinxr i» •'. •iutftt r^tr-c*.'tinji wxes first came out, 
vdc ♦\\£ ^» i-'v-Tvunii au*Ck?s§^ ia 1793^ fartM^[ht one- 
^-uxni uc r»-,*-5ciimi uc-ws nxBo ttse in Maidi, 1 797. 
I; 5> i^xxL :a^ ^ rco^RsK to make har miifle 
:dBc ^^t :(mc]»^; jLsi :!«x ^r^ kii^« said and acted 
)>be ixrwtv.Nn^ of :2iie Riok of Ei^and. In this 
^^: (btpev nux a rKV ict moner-geltii^, soch as 
t^^xvr hi*i ^vea nin NhSx^ in this or in any other 
o\H:rur%\ Tht^v alI^;lneQl^ the cinnilation of their 
uvvtt'i^ and extended their dkcoonts by marked 
si^>$ 5^x^n after the Restrieiion Act passed. The 
a^vn^^ annual ksue of their notes swdkd from 



PEOFITS OF THE SUSPENSION. 117 

above ten millions, the amount in 1797, to above 
twelve in 1798 ; to fifteen in 1800 ; to above six- 
teen in 1802 ; to above nineteen in 1809; to up- 
wards of twenty-three in 1810 ; to upwards of 
twenty-six in 1814; and to upwards of twenty- 
eight^ millions in 1817. 

In discounts, the same liberal practice, at once 
BO cheap and profitable, was also freely indulged in. 
Before the Restriction Act, the amount of biUs of 
exchange under discount at the Bank did not 
average ten millions a quarter ; but by 1803 they 
ranged above thirteen, and in 1810 touched twenty 
miUions a quarter ! 

Immense profits flowed from business conducted 
upon this large scale. In 1781 the dividend on 
bank stock was ai the rate of six per cent. ; in 
1792 it was seven per cent. ; but in 1799, only 
two years after the exemption from specie pay- 
ments, the proprietors were gratified by a bonus 
of no less than 1,164,000^., which was made two 
millions and a-half within seven years. In 1805 
their dividends were twelve per cent., which seems 
to have been thought too dangerous an evidence of 
prosperity, for in two years only ten per cent, was 

1 The Bank of England had the enormous sum of 30,099^8^. 
of notes out at one time in the jear 1817. 
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eiFen. Bat this pwtial redactkm was more than 
compensBted in 1816 by a bcMiiis of near three 
miQiDQS. Nor did the dividend fiJl below ten per 
cent, per annnm so loi^ as cash payments were 
avoided, after mbkh e^ per cait., and later still 
seven per cent, has become the annual rate. 

A^Tiile the Government was thus enabled to 
h\ish an unprecedented expoiditare upon the pro- 
secution of foreign wars, and the Bank, by way of 
consideration for the support it gave the minister 
in this wild career of extravagant ambition, was in 
the full enjoyment of the license to manufacture 
money as fast as it pleased, it will be readily sup- 
posed that persons were found in abundance who 
maintained that the country had never before been 
so flourishing, and that the system was the perfec- 
tion of prosperity. Some facts of a contrary im- 
port were overlooked by these calculators. Our 
annual taxation, which had been Uttle more than 
sixteen millions in 1791, just previous to the first 
French revolutionary war, which superinduced our 
oaoer system, exceeded in 1816 sevmty-one mil- 
lions • while the amount of the national debt, 
which in 1790 was 228,231,228?., was in J 815 
848,248,000?. 
These are astounding sums, and as the particulars 
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of the account have been compreased into a short 


compass, I shall insert a few to show that the sketch 


I have drawn has not been too 


highly coloured. 


During the first French war, distinguished as 


the war of the 


Republic, the i 


bllowing 


loans were 


contracted: 








Yean. 


Loans. 


Interest per cent. 




£.. 


£. ». 


d. 


1793 


4,600,000 


4 8 


7 


1794 


11,000,000 


4 10 


7 


1795 


18,000,000 


4 15 


8 


1796 


18,000,000 


4 14 


9 


1796 


7,600,000 


4 12 


2 


1797 


18,000,000 


5 14 


1 


1797 


14,500,000 


6 6 


10 


1798 


17,000,000 


6 4 


9 


1799 


3,000,000 


6 12 


5 


1799 


15,500,000 


6 6 





1800 


20,500,000 


4 14 


2 


1801 


28,000,000 


5 5 





During the second Frencb 


1 or Bonaparte war. 


tihe loans wen 


! as follow: 






Yean. 


Loans. 


Interest per cent. 




&. 


£. t. 


d. 


1803 


12,000,000 


5 2 





1804 


14,000,000 


5 9 


2 
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Yean. 


Loans. 


Interest per cent 




£. 


£. 8. d. 


1805 


22,600,000 


5 3 2 


1806 


20,000,000 


4 19 7 


1807 


14,200,000 


4 14 7 


1808 


10,500,000 


4 14 6 


1809 


14,600,000 


4 12 10 


1810 


12,000,000 


4 4 2 


1811 


12,000,000 


4 13 6 


1812 


32,500,000 


5 8 7 


1813 


27,000,000 


5 8 6 


1814 


24,000,000 


4 12 1 


1815 


36,000,000 


5 12 4 



The following summary of the profits derived 
by the Bank of England from 1797 to 1817 was 
produced before the Lords' committee during the 
latter year, upon the resumption of cash payments: 

£. 

Bonuses and increase of dividends 7,451,136 
New stock divided amongst the 

proprietors .... 7,276,500 
Increased value of capital , . 14,553,000 



Making in all, on a capital of 
11,642,400?. a gain in nine- 
teen years of . . . 29,280,636 






■>. 
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I shall' give one more short illustration of the 
state of the currency antecedent and subsequent to 
the restriction of cash payments, and then take my 
leave of the matter finally. In 1790, the Bank, 
paying in gold, had a circulation exceeding ten mil- 
lions, and a stock of eight millions and a half in 
bullion. In 1815, specie payments having been 
suspended for upwards of twenty years, the average 
circulation of the Bank was 26,888,432^., and its 
total highest amount of coined and uncoined bullion, 
2,161,000/. 

Passing from this, the Bank and Government 
side of the question, on which the eye is bewildered 
by the fairy picture of never-ceasing means and ever- 
extending resources, and where the money -making 
appetite did grow on that it fed on ; and turning 
to the country at large, — ^to the state of its manu- 
factures, agriculture, conmierce, prices, and foreign 
exchanges, — we find a marked and deeply painful 
contrast. It was easy to change the paper-currency 
of the realm, — a sheet of paper and a dip of ink in 
the pen of a clerk in the privy council sufiiced for 
that purpose. That humble instrument and simple 
process sufiiced to place the monetary system of 
Great Britain at the disposal of twenty-four indivi- 
duals, in a great measure self-elected to their office. 
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and iDainly influenced in it by self-interested mo- 
tives ; it sufficed to frank these individuals with the 
privilege of turning sUps of printed paper, value 
five shillings per quire, into notes of the value of as 
many hundreds or thousands as they, on the spur 
of cupidity or caprice, might choose to fill them up ; 
it sufficed to make this paper the exclusive mode 
for paying the revenue of the kingdom at large and 
the interest of the public debt ; it sufficed, in short, 
to bring it into universal use: but it did not 
suffice to change the nature of things ; and it could 
not give either cabinet ministers or Bank directors 
a power to sustain the value of these notes by any 
other process than their true relation to the gold 
and silver they purported to represent. 

All bank-notes, let them be issued where or by 
whom they may, in England or in Russia, by the 
United States' Bank that used to be at Philadel- 
phia, or the Bank of Vienna, are nothing but pro- 
mises to pay on demand certain coins . specified 
upon the face of them, of a prescribed quality and 
weight ; and whenever a note will not buy in the 
money-market the quantity of bullion represented 
on its face, it is depreciated, and the ratio of such 
depreciation is the difPerence between the sum for 
which it was issued and the sum it will actually 



BARLY MODERATION. 123 

produce. That sum, it is uimecessary to add, will 
at all times depend upon the supply in the market. 
There was, therefore, a certain criterion of the 
extravagance of the Bank, but it was disregarded ; 
and, perhaps, all circumstances remembered, our 
great surprise will be, that it was not more quickly 
disregarded and to a still greater extent than we are 
about to exhibit. An interval elapsed immediately 
after the suspension of cash payments, during which, 
as has been already observed, the Bank directors, 
either ign<H:ant of the extraordinary virtues with 
which their Bestriction Act was pregnant, or afraid to 
bring them to light and test their powers, continued 
to regulate their issues with moderation and pro- 
priety. Up to 1800 bank-notes were on a par with 
gold ; and such then was the strength of the estab- 
lishment and the soundness of the currency, that, 
as it is universally admitted, we might have resumed 
cash payments without having done any sensible 
injury to the currency or to prices. Sed dis aliter 
visum: the policy of ministers ran right ahead the 
other way ; and the new privileges began to work 
their wonders at a ri^id rate : bank-notes were 
pushed out in abundant quantities, as if to make 
up for lost time ; gold at once left the country ; 

G 2 
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to the excess of paper in circulation. The discount 
on bank-notes corresponded with these wild issues; 
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H was 2/. i3i. 2d. in 1809, and 13/. 9$. 6d. in 
1810. 

But the intdligence of the eonntry had now been 
roused, the jodgmart of reflecting minds had been 
applied to the sabject, and yarioits poUications — 
to eoBoe of which alhision has been made in former 
chi^ters — b^an to appear, and by expressing cor- 
rect views and sound opinions, promoted general 
diacossion, and hdped to stem the wasteful torrent 
of ignorant profusion by which the industry of 
the country was deluged. The Bullion Commit- 
tee sat, most opportunely for these good purposes, 
in 1 810 ; and by affirming in its report the pro- 
priety of returning to cash payments, gave due 
weight to the labours of individuals, and for a brief 
season excited hopes that the reign of common 
sense and reason was about to revisit ministers, 
Bank directors, and the mass of the people. The 
issues of the Bank were checked ; but before a 
year had passed we suffered a relapse, the mad 
fit returned in aU its first violence, and we plunged 
into greater excesses than ever. In May, 1811, 
the House- of Commons stultified itself at the 
bidding of the chancellor of the exchequer, by de- 
claring that a one-pound Bank of England note 
and a shilling were equivalent to a guinea, at a 

G 3 
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time when eTerr member of the hooee wi^t have 
gone into the market and openly got t&i per cent, 
premiam for every guinea he could produce. 

This extraordinary resohition, — perfaape the 
strongest instance iqion record of the blind fcHrce 
of party foDy, — ^which in point of fiict went the 
absurd length of maiittaining that ninety pounds and 
one hundred pounds were one and the same thing, 
equal sums of money, — reliefed the Bank of aU 
uneasiness, and the cornucopia of its issues was 
again thrown upon the market with lavish indiscre- 
tion. The consequence was, that in 1812 bank- 
notes were at a discount of 20}, in 1813 of 2S, and 
in 1814 of 25 per cent; in other words, goH, 
which if bought with Bank of England notes in 
1800 might have been had at SI. 17«. lO^d. an 
ounce, was, in 1812, 41. 158. 6d. an ounce, and in 
1814, 5/. 4s. an ounce. 

The effect produced by the difference between 
the actual price of bullion and the depreciated 
value of our paper currency at this period upon 
the first necessary of life, wheat, has been well 
exhibited, in a short table which gives the sums at 
which a quarter of wheat was to be purchased with 
gold and with paper from the year 1809 to 1814. 
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Bat the period of retnbution was coming round, 
and heavy was its pressure when it did reach us. 
While the war was drawing triumphantly to a 
dose, while victory crowned our arms by sea and 
land, while high rents and high prices diffused uni- 
versal confidence, and approaching peace, big with 
promises of greater pknty than we had ever en- 
joyed, intoxicated the nation, ruin had already 
stretched out his withering hand to seize us, and a 
terrible revulsion quickly ensued. In 1814 the 
Dutch ports were opened ; the harvest was defi- 
cient ; and that most searching of the calamities 
to which our artificial condition is exposed no 
sooner visited the land, than the importation of 
foreign com occasioi^ a great decline in the price 
of the principal article of agricultural produce, 
which gradually extended to the price of commodi- 
ties generally. Unprecedented suffering now took 

G 4 
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place ; the storm swept the country through, and 
raged with increasing violence until 1816, by which 
time the agricultural and Banking interests gene- 
rally were reduced to the lowest pitch of dis- 
tress. Farmers were insolyent evarywhere ; mer- 
cantile firms became bankrupt by thousands, and 
levelled their connexions indiscriminately in the 
dust ; while as to the Bankers, between those who 
either partiaUy suspended business or wholly broke, 
in the years 1815 and 1816, there was a diminution 
of no less than 240 firms. The contraction of the 
circulating medium throughout the country (it was 
estimated at twenty millions) induced by these dis- 
asters, and by the necessity of paying cash for the 
foreign com we imported to supply our own defi- 
cient crops, raised the value of Bank of England 
notes so much, that the former discount upon them 
of twenty-five per cent, was reduced in October, 
1816, to 1^. Ss. 6d. per cent. 

The injuries produced by these fluctuations were 
deep, complicated, and irreparable. From the year 
1810, when the great rise of prices, occasioned by 
the increased issues of the Bank, set in, to 1815, 
when it attained its climax, every person interested 
in a contract bearing a preceding date, or to whom 
money was due, — the land-owner whose estate was 
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on lease, the fund holder, and aU annuitanta, — 
were not aUowed to raise the amount of their 
claims in proportion to the &U in the real value of 
money, and were consequently plundered year after 
year to the extent of the depreciation already set 
forth. If in 1815, for instance, our condition had 
been the reverse of what it really was, — healthy and 
prosperous, had Gt)vemment suddenly issued a 
new coin more base than the standard, to the ex- 
tent of twenty-five per cent., the fraud upon the 
public might have been more palpable, but could 
not have been more effectual than that really ac- 
complished, when payment of aU moneys due was 
made compulsory in a paper worth twenty- five per 
cent, less than the currency in which the original 
obligation was contracted. 

Nor did the action of the mischief end here : one 
course had been no sooner run than another set in. 
He, for instance, whp lent 1000^. in 1800 and was 
repaid it in 1814, lost 250^. by the difference in the 
value of the currency. If we suppose him, for 
any purpose, to have borrowed the amount of his 
loss, repayable in 1816, the discount on bank- 
notes then being only 1^. Ss. 7d. per cent., he 
would again, if he paid in the latter year, be a 
loser to the amount of 23^. 11«. 5d. per cent., or 

G 5 
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em. \9*. dd. out of the 250/. If to the hardships 
superinduced hy such changes as these in the debts 
and cnnlits of the coininunity, — if to the number- 
losa |trtvat<> fortunes overthrown, and an impene- 
trable mass of commercial, agricultural, and manu- 
facturing bankruptcies beyond the art of computa- 
tion, we add tlie wrong infiicted upon the country ; 
by compelling us to pay millions of national debt in 
gold, which was borrowed in one-pound bank-notes 
worth 14*. or 15*. each; and if we further bear 
in mind that the salaries of all public officers, the 
pay of the army and navy, and the general ex- 
penses of goremment, and the national institutions, 
were augmented when the value of money became 
80 sensibly reduced, and that no corresponding 
abatement took place when the currency returned 
to its proper standard, we shall be in a utu&tion 
to form an idea — very faint and imperfect it is 
true — still an idea of the distresses inflicted upon 
the country, and the gross injustice committed 
on all tho great classes of the community, including 
both the highest and the lowestj by these fluctua- 
tions, a bare recital of which is enough to fill the 
mind with mingled feelings of amazemeot »id 



1 
i 

I 



In noting the moving causes of the calamities 1 
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of 1816, we sboold beaur in nmid tbit the ffHWirion 
(^ hostilities on the contment was an established 
eooditiao of the long fnomiaed resomption of cash 
payments. Modi of the panic then excited is re- 
fierrible to a pro posal for carrying that measure into 
eBect in 1818. The Bank made some prepara- 
tion for the dumge, fay a partial contraction of its 
isBoes. Bot the depression of aU the leading in- 
terests of the eoontry was too int^ise, and the 
notion was quickly abandmied. The year after» 
the Bank increased the currency fay nearly two 
milKonflb Aboot the same time Croyemment began 
to coin gdd hrgdy, seven millions of which were 
thrown into circnlation in 1817 and 1818; but 
the harrest fiuled in the latter year, and aU the 
new mcmey was drawn off to pay for foreign com. 
An immiHliate contraction of the Bank paper took 
place ; pnUic ofunion set strongly in &your of a 
metallic currency; and in 1819, another panic broke 
out, the efibcts of which were not less destructive 
and extended than those of 1816. Having already 
spoken of that, it would be a twice-told tale to enter 
into particulars of the other, which, however, had 
this peculiarity in it — the gold was drawn off with 
such extraordinary rs^idity, that in the fear of losing 
our last g;uinea an act of Parliament was passed by 

c 6 



132 PANIC OF 1819. 

both houses in two days to restrain the Bank firom 
paying away any more of it ! 

We are now touching upon events which led to 
a crisis of still greater magnitude and intensity, 
a crisis certainly then unprecedented, however it 
may have been subsequently approached. The 
return to cash payments having been decreed, the 
year 1822 was fixed upon for that purpose. But 
1822 proved a year in which everything was flat, 
stagnant, and depressed ; a further postponement 
was thought necessary, and 1825 was substituted. 
At the same time one material condition of the 
meditated system, namely, the suppression of the 
country Banks' circulation of one-pound notes, 
was held over for eleven years ; a proceeding, by- 
the-by, full of grave error and extensive mischief. 
The work of preparation, however, both upon the 
part of the Government and the Bank, was begun 
in 1820, and was continued for four years, with 
some vigour it is true; but without either regu- 
larity, discretion, judgment, or success. 

All this is seen in the general result; for at 
length the goal was reached, the great consumma- 
tion was realised ; and after all our conflicts of 
opinion, and every form and mode of chopping and 
changing, we settled down with a currency con- 
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vertible, as of old, into gold. The year of years, 
the ever memorable 1825, set in, and while every 
face was flushed with fortune and no man dreamed 
of danger, a fresh example of the wretched in- 
stability of our monetary system was given, and 
proved so unexpected and tremendous, as to bear 
no inapt resemblance to the convulsions of an 
earthquake, that in a moment sweeps from the 
face of the earth, a sunny region of luxuriant fer- 
tility, and leaves a barren desert of dry cinders in 
its place. 

The parliamentary session began as usual in 
February, and the speech from the throne assured 
both houses of the gratification the king derived 
from ^'the continuance and progressive increase 
of that public prosperity ,^'^ upon which they had 
been congratulated at the opening of the preced- 
ing session of Parliament. ^' There never was a 
period,'^ we were told, "in the history of the 
country, when all the great interests of the nation 
were in so thriving a condition, or when a feeUng 
of content and satisfaction was more widely dif- 
fused through all classes of the British people.*" 
The speech described the " flourishmg condition, 
and progressive improvement of the revenue,"' and 
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especially dwelt upon '^ the continued improve- 
ment in the state of the agricultural intereat, 
the solid foundation of our national proiqperity.^ 
Viscount Dudley and Ward^ on moving the ad- 
dress, said, that ^^his Majesty'^s Gh>vemment, his 
Parliament, and his people, now reaped, in honour 
and repose, aU that they had sown in courage, in 
constancy, and in wisdom.^ ^' There was a pros- 
perity extending to all orders, all professions, and 
all districts ; enhanced and invigorated by the 
flourishing state of all those arts which minister to 
human comfort, and by those inventions by which 
man seems to have obtained a mastery over nature 
by the application of her own powers, and which, 
if any one had ventured to foretel it only a few 
years ago, would have appeared altogether incredi* 
ble ; but which now realized, though not yet 
perfected, presented to us fresh prospects and a 
more astonishing career.*"' The Earl of Liverpool 
congratulated the house in a tone of peculiar 
triumph, upon the completion of that great mea- 
sure : " the return to a sound metallic currency •" 
" The task," he added, " had been a Herculean 
one ; but we had accomplished it, and were now 
enjoying our reward. England had reached a state 
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of prosperity, greater than any other country en- 
joyed, nay greater than she herself, at any ante- 
cedent period, had ever attained."" 

In the House of Commons, Mr. Alderman 
Thompson, member for London, and a merchant of 
^nineoce, whose opinions upon the state of com- 
mercial matters were fairly regarded as of good 
authority, bore ample testimony to the fidelity with 
which that state was pictured in the king's speech. 
In the Excise, there was an increase of more than 
a million, as compared with the preceding year; 
in the Customs there was a similar augmentation. 
** Whatever part of England you visit,"" said the 
worthy alderman, ^^ there are presented to your 
view m happy, contented, and industrious popula- 
tion; whether they are employed in the manu- 
fiustories of our great staples, or in the cultivation 
of the soil, the scene is equally gratifying."" The 
exports of 1824 were the largest ever known (in 
official value, 50,758,800/.) and exceeded those of 
1823 by four millions and a half. The transit-trade 
bad experienced a marked increase. The shipping 
interests were all in a state of rapid improvement. 
About two hundred more merchant vessels had 
been built within the preceding year, and they had 
all « plenty of employment."" 



1S6 PROSPERITY FRED. 

Before these pleasant speeches had time to grow 
insipid, the chancellor of the exchequer, Mr. 
Bobinson, (he was afterwards nick-named '^Pros- 
perity Fred,'''* and is now Earl of Bipon, and Pre- 
sident of the Board of Trade,) hastened to bring 
forward his financial statement for the year, and 
appeared anxious only to subdue to something like 
a statesman-like tone of moderation the feelings 
of exultation which were swelling in his bosom. 
But it is not a little remarkable that, while those 
feelings were struggling within him for adequate 
expression, some small still voice seemed to warn 
him of the unseen abyss which was already opening 
at his feet. The exordium of his speech on that 
occasion was, without any consciousness of danger 
upon his part, almost prophetic. "Although,'^ 
said he, on rising, " I cannot forbear to congratu- 
late the house upon the auspicious circumstances 
under which we are called upon to review the state 
of our finances; I can truly say, that I do not do so 
for the mere purpose of making a flourish, nor with 
any desire to induce the country to indulge in an 
unreasonable exultation as to the present, or an 
extravagant anticipation as to the future. But 
although I have no such object in view^ and 
although there may be in this country, and unques- 

3 
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tionably are in other countries, persons who, either 
jealous of the eminence of our station, or ignorant 
of the causes which have placed us there, may re- 
present our present prosperity as the forerunner of 
our ruin, and may wish to describe us as having 
merely hastened 

** Numerosa parare 
Excelsse turriB tabuUta, unde altior esset 
Casus, et impolsee pneceps immane niiii» ;" 

I, nevertheless, am of opinion, that if, upon a 
iair review of our situation, there shall appear 
to be nothing hollow in its foundation, artificial in 
its superstructure, or flimsy in its general result, we 
may safely venture to contemplate with instructive 
admiration the harmony of its proportions and the 
solidity of its basis/^ 

It is now perfectly well known that all these 
flattering notions of successful improvement and 
over-flowing fortune were delusion and mockery. 
There is no story in the Arabian Nights' Entertain- 
ments more visionary and unreal than that which 
the minister of the day narrated of the prosperity 
of 1825, a thing worse than the baseless fabric of a 
dream ; for that leaves no wreck behind, whereas 
this did — and what a wreck ! 
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If we look at the fuU volumes ot infonnatioii col- 
lected together upon Banking and Gurrenqr by the 
parliamentary committees of 1797, 1810, and 1819, 
we shall be lost in wonder at the reckless conduct 
and blind infatuation into which both the Bank 
directors and the Government of the country fell at 
this juncture. Three functions had been imposed 
upon the Bank : it was required to provide gold to 
pay off its own one-pound notes ; that was a direct 
obligation : gold for the country Bankers to pay 
their one-pound notes, which was an indirect obli- 
gation; and, again, gold to meet its obligations, 
generally, under the new arrangements. The 
total of these obligations was estimated at twenty 
millions. 

While the Bank was occupied with the task of 
making these provisions, the Government entered 
into some concurrent operations for the purpose of 
lessening the pressure of the national debt — such as 
paying off the 4 and 5 per cents., in which as usual 
the Bank became its agent, and thus contributed 
to throw an extra mass of ready money upon the 
market. This took place at a time when the un- 
avoidable consequences of its own acts in other 
respects were an extension of the currency and a 
consequent cheapening of its value. So weD had 
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the directors taken their measures for accamnlatisg 
a good stock of gold, that they were able to with- 
draw their one-pound notes from circulation before 
the stipulated period — as eariy as 1821 — and they 
had in their coffers at the beginning of 1824, the 
largest sum in gold they had ever possessed, amount- 
ing to 14,142,0002. Why so large a sum was then 
collected, after the heaviest of the obligations 
against it, namely, the payment of the country 
Bankers^ one-pound notes, had been put off for the 
long term of eleven years, has never been very clearly 
explained. Two consequences ensued, which aD 
parties ought to have anticipated. The country 
Bankers, who had contracted their issues at least one 
half, while the prospect of being obliged to pay them 
in gold was held up to them, no sooner found that 
liabOity withdrawn to a remote period, than they 
hastened to return to their former average ; while 
the Bank was also sending out notes against the 
gold which had been collected for, but was no 
longer wanted by them. Can we doubt the re- 
sult! 

Never before was speculation so buoyant at home, 
and enterprise so active abroad. All this was per- 
fectly natural. The concurrent movements of the 
Bank, the Government, and the Legislature, had 
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to its governments, investments in its mines, and 
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into with unparalleled credulity to an enormous ex- 
tent. All ranks, — the first-class merchant, the re- 
tired tradesman, the small traflScker, the petty job- 
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ber, — ^were smitten with the general mania, which 
waxed hotter and wilder the longer it lasted. Such 
was the folly of 1824 and 1825. Had there been a 
prudent superintendence of the currency at this 
period, some effort would have been made to check 
and subdue the public paroxysm. But what did the 
Bank directors ! They fed it ; they poured oil in 
the flames : raising their circulation, which was 
17,768,840/. in 1823, to 19,705,920/. in 1824, and 
to 21,060,130/. in 1825. 

The upshot is best told briefly. — In September a 
pressure for discounts became heavy upon the 
Banks. The foreign exchanges turned perceptibly 
unfavourable in October ; the gold drained rapidly 
away ; and before the middle of December the 
Bank, which at the beginning of the year had 
upwards of fourteen millions in gold, had about 
one million left ! It was in December that the 
panic was at the highest. In that month the 
Bank of Sir Peter Pole & Go. — an old firm, exten- 
sive in its agencies for country Banks, — ^though 
largely assisted by the Bank, stopped payment 
after a desperate struggle which lasted for a week. 
While this house was in jeopardy, the state of the 
country y/fyis awful ; when it failed, that state was 
one of desperation. Every effort was made to pro- 
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w Mr. BidMidB, tlie Bank director, sUted in hk 
aceonni of tluB panic to the Cominona* committee 
of 1832, ^ When the Gnrnejrs showed upon their 
ooonter ao many fiBci of theae one-pound notea 
of SDch a thidoieaa, it was said they stopped 
the ran with them."^ Whether it wi» that the 
atonn, having expended its fury, died away of ex- 
haustion, or that the smaD notes sufficed to stop it; 
the tMci was, that within a wedi after their appear- 
ance the panic vanished. 

It IB amnsing to revert to the veiy senaiUe 
things that were said, and the many wise resolu- 
tions that wore formed, as soon as the immioence 
of the peril had subsided. We had been taught a 
salutary ksaim, and would exercise more caution 
for the future, and grow wise, as even fools are 
said to do, by experience. The Bank had seen the 
error of its ways, and was not to relapse into them. 
Things, it was admitted, had been in an unwhole- 
some state, and had stood much in need of a puri- 
fication, ^iriueh at length had been administered, 
sfcron^y, but still properly. Sound principles were 
now to be steadily acted upon. There was to be 
no more trading upon fictitious capital ; and the 
diiSiarent races of schemers, adventurers, and com- 
mon swindlers, who throve in periods of redundant 
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currency, like the vermin of a hot summer, upon 
accommodation paper and false credit, were to be 
swept away, and never raise their noxious heads 
again. Out of great evil, in short, the greatest 
good was to grow ; and to such a length did this 
complacent turn for self-congratulation go, that 
there were persons found who even ventured to 
compliment the directors of the Bank of England 
for having so nobly stood by the country in the 
hour of danger ! When this language was used in 
the house, it was admirably observed by Mr. Tier- 
ney, that unquestionably ''the Bank directors, 
having set their house on fire by their mismanage- 
ment had afterwards done all they could to extin- 
guish the flames, in order to prevent themselves 
being burnt with it.'*' In a word, if there was any 
dependence to be placed upon the judgment of 
well-informed men, and any truth in the force of 
public opinion, we had seen the last of the 

PANICS. 

Such were the reflections with which we consoled 
ourselves in 1826 for the misfortunes of that year 
and the autumn preceding it. We had seen the 
last of the panics, and the Bank was to be a good 
Bank for evermore ! But what proved to be the 
fact ? The same as of old : in the next ten years 



TWO MORE PANICS. 145 

there were two panics, — namely, in 1832 and 1836 ; 
the latter the more remarkable, as it came quick 
upon the heek of the elaborate inquiry of 1832, 
which formed the basis of the new charter granted 
to the Bank in the following year, and settled the 
criteria upon which that establishment was so to 
equalize the currency, and its system of business, 
as to ensure unbroken order and harmony for the 
happy ages during which the sun of real prosperity 
was henceforth to shine upon us. 

Let us, however, proceed according to the course 
of events. We have first to indicate the principles 
laid down by the Bank Charter Committee of 1 832, 
and ofier a few words explanatory of the panics 
that occurred up to 1836. But our narrative of 
the past is incomplete. We have not yet had an 
opportunity of showing, as fully as the extended 
working of the measure seems to demand, what the 
change was which took place in the currency when 
cash payments were resumed throughout the 
country ; nor have we adverted to some doctrines 
in connexion with this part of the subject which 
were unsuccessfully advocated by some Bankers 
and political economists, — such as the Messrs. 
Attwood and others. 

Severe agricultural distress, as will be remem- 

H 
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Ix'red by most persons, followed the condusion of 
our long continental wars, and became moat op- 
pressive from 1819 to 1822. The general fall of 
prices that took place within that interval was, 
according to some authorities, the consequence of 
too much com, and according to others, of too 
little money. All parties, however, admitte!i that 
the transition from a paper to a specie currency 
had much to do with the depression, though, as 
usual, great diiferences of opinion prevailed as to 
the precise extent to which prices had been affected 
by the change. Mr. Ricardo had contended that 
the return to cash payments would not make a 
greater difference than five per cent. ; when cash 
paj-mcnts had actually taken place, he admitted 
that prices had varied as much as eight per cent. ; 
there were others who maintained that the depres- 
sion was full twenty-five per cent. Of this last 
party waS Mr. Matthias Attwood, of the firm of 
Messrs. Spooner, Attwood, and Co., the Graces 
church-street Bankers, and now member for White- 
haven, who submitted his opinions to the house 
upon the occasion in a speech characterised by a 
good deal of clear thinking, and an abundant store 
of statistics to illustrate and fortify his position. 
As no account of the currency can be either fair 
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or complete, from which the views of a practical 
man, and the organ of a particular party (both of 
which Mr. Attwood to this day remains, upon the 
subject), are excluded, I am bound not to overlook 
his principles, nor the motions he has made in 
Parliament to enforce them. As, moreover, I do 
not see that these can be better noticed than by 
allowing Mr. Attwood to speak for himself, I pro- 
pose to give some extracts from his speech in 1822, 
when moving for a committee of inquir}'. The 
matter will be found both curious and strongly put 
together. 

i "In the year 1818,'' said Mr. Attwood, "the 
average price of wheat was eighty-four shillings 
per quarter ; and if the present price be taken at 
fortyHseven shillings, that is a reduction on wheat of 
thirty-seven shillings, which is equal to a fall of forty- 
five pounds in every hundred pounds, or forty-five 
per cent. The price of iron in the year 1818 appears 
to have been thirteen pounds : that price is now 
eight pounds per ton, and is equal to a reduction 
of about forty per cent. The price of cotton in 
1818 viras one shilling, and it has sunk to sixpence 
per pound ; and that is a fall of fifty per cent, on 
cotton. Wool in the year 1818 sold for 2^. Id., 
which now sells for Is. Id. ; and there is therefore 
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in wool a fiJl of nearly fifty per cent. The fall, 
therefore, that has taken pboe ainee 1818, in iron, 
in cotton, and in wool, is as great as the faU in 
wheat. It is forty-five per cent, on an average of 
the three ; and that is precisely the fidl in grain. 
These are our three great staple articles, and this 
fact of the fall in price they have sustained, I 
recommend to the consideration of those gentle* 
men who tell us of an excessive production of com, 
and of an excessive cultivation of land. If com has 
been produced in excess, if the proof of that is to 
be found in its fall of price, doubtless there has 
been an equal excess likewise in the production 
of these three great, staple articles. But I will refer 
to a paper containing further information upon this 
subject, and which I am satisfied will be received 
as exhibiting a correct estimate of the general fall 
in prices which has taken place oh the whole of our 
production and commodities. The paper to which 
I refer for this purpose will be found in the Agri- 
cultural Report of the last session. It was delivered 
to the committee by Mr. Tooke, and contains a 
list of the principal articles of commerce and manu- 
facture, thirty in number, selected by that gentle- 
man for the purpose of information respecting 
prices ; and the prices of each commodity are given 
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for several successive years, in the month of May in 
each year. I have caused the prices of these articles 
to be added to this table, for the month of May in 
the present year also. The result which this table 
exhibits is, that since May, 1818, a great and gene- 
ral faU in these articles has taken place ; which fall 
cannot, on the whole, be taken to be less than the 
fall in the price of agricultural produce which has 
accompanied it. Of these thirty articles there are 
only two that have experienced no fall. These are 
indigo of two kinds, and their price has been sup- 
ported, as I understand, by circumstances of an ex- 
tremely peculiar nature. The fall which has taken 
place between May, 1818, and May, 1822, in the 
prices of the articles contained in this table, indigo 
excepted, is, if we take the lowest price marked in 
the table in each period, and take away the direct 
tax which exists on some of these articles, exactly 
forty per cent. ; and if we add to this forty per 
cent, five per cent, more for the difference between 
prices as marked in tables, and those for which 
commodities can really be sold in the market, when 
the market is depressed and &lling, that will give 
us an average fall of forty-five per cent., which 
is precisely similar to the fall in grain. 

** There is no truth, therefore, in the opinion 
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that any fall in prices peculiar to agricultural produce 
has taken place. The fall in prices has been uni- 
versal, and not particular. The leases of the tenants, 
the mortgages of the land owner, taxation pressing 
heavily upon agricultural labour, but which the 
machinery of the manufacturer lightens ; all these 
will render the difficulties of the agricultural com- 
munity more permanent, perhaps, than those of 
the mercantile and manufacturing community ; but 
they have not been more severe. Let the house 
consider what difficulties, as this table shows, our 
mercantile and manufacturing industry has been 
exposed to. In the midst of this fall in prices, 
what operation in business could proceed without 
loss or ruin ? There has been no form in which the 
capital of the merchant, none in which the capital 
of the manufacturer could be invested, without the 
half of it being sacrificed during this calamitous 
period. We have been thrown back upon a con- 
dition of society in which all industry and enter- 
prize have been rendered pernicious or ruinous, and 
where no property has been safe, unless hoarded in 
the shape of money, or lent to others on a double 
security. 

" The honourable member for Portarlington (Mr. 
Ricardo), in referring to this table on another occa- 
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sion, I think told us that Mr. Tooke was able to 
point out several circumstances which tended to 
lower the price of many of these articles. I do not 
in the least doubt it. The price in the market of 
every particular conunodity is fixed by the influ- 
ence of a great variety of contending circumstances, 
some tending to advance, and some to depress that 
price. I doubt not but Mr. Tooke could point out 
numerous circumstances that have afiected the 
prices of every one of these commodities, and have 
contributed both to depress and to support them. 
But the question is not as to what has aflfected the 
price of any particular commodity. The question 
is, whether this list is to be received for that pur- 
pose for which it was given, as containing an indif- 
ferent and impartial selection from the general 
mass of our productions and commodities, and ex- 
hibiting in its results a fair estimate of the fall in 
price on that general mass! That, I see, the 
honourable member for Portarlington admits. This 
table shows what the general fall in price has been. 
Let us see, then, to what conclusion this brings us. 
Either the quantity of all commodities has been 
increased, or the quantity of money has been dimi- 
nished ; one of these we must of necessity admit ; 
for the proportion is altered. There is either an 
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increase in the general quantity of eommoditiefi, or 
a reduction in the quantity of money. And are we 
to believe that the general quantity of commodities 
has increased ! that a great augmentation has sud- 
denly taken place in all the produce of all labour! 
that all industry has become suddenly more skilful 
and efficient, and the produce of all soil more 
abundant ! If we could believe that, indeed, then 
we might look on our present difficulties as neces- 
sarily attending the introduction of a better state 
of things ; as the sure precursor of an age more 
prosperous than this country has yet experienced. 
But it is impossible to entertain such a belief; it is 
impossible to believe that any great and sudden 
augmentation of commodities has taken place. It 
is the quantity of money that must of necessity 
have been reduced.**' 

• •••«. 

** I now beg the attention of the house to a 
consideration of what that reduction has been; 
how it has been effected ; and how it corresponds 
with the fall in monied prices which it has occa- 
sioned. 

" The monied circulation of this cowntry has rested 
on that of the Bank of England. The amount of 
the notes of the Rank in circulation, at the period 
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imxaedifttelj pnceding tins &H of prioM, appetn to 
have Jbeim from aboat twenty^niiie to thirty millionth 
tkaik the average amoant in drcnktion for the last 
Uatf-ytarof 1817. If we take a view of the amoiMit 
of bank-notes in eireolation, from this time down- 
wsrd, and observe the amount in the middle of each 
quarter, whidi affords, as i^pears by the evidence 
of Mr. Harman, the best comparative view — a 
gradual and systematic reduction will appear to 
have commenced. 

Priees of 
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1817, is 
It was reduced bj Nov. 15, 

1817, to . . . . 

and continued as follows 
February, 1818 
May 

August • 
.November . 
Februsry, 1819 
May . 

August • • 
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February, 1820 
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30,100,0()0 


86 


29,400,000 


80 


28,700,000 


85 


28,000,000 


86 


26,600,000 


79 


26,000,000 


82 


25,600,000 


80 


25,900,000 


72 


26,000,000 


74 


24,000,000 


61 


24,000,000 


65 
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Prices of 
Bank Notes. Thirty 
Articles. 

May .... 23,900,000 70 
August .... 24,400,000 72 
November .... 23,400,000 57 



" Nothing can be more regular, gradual, and uni- 
form, than this reduction in the quantity of money 
thus exhibited, and commencing at a period inune- 
diately preceding the commencement of the fall in 
monied prices. It was altogether a forced and 
systematic contraction. It did not take place in 
consequence of the fall of prices ; it preceded it. 

" We see then a regular systematic reduction of 
the notes of the Bank^ our legal money ^ on which the 
whole of our circulation depends ; and that reduction 
followed by an equally regular fall of prices : but 
the one is in greater proportion than the other. 
Prices have fallen more than notes have been re- 
duced. The reduction of bank-notes is one-fourth 
or one-fifth, and the fall in prices has approached 
nearly to one-half; and yet the honourable member 
for Portarlington denies that prices will fall, except 
in proportion to the reduction of money. But I 
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beg him to consider that, first, we have the fact 
plainly before us : and that to facts we must recon- 
cile our theories as well as we are able/^ 

Of the facts thus collected by Mr. Attwood, and 
the inferences drawn by him from them, it may be 
fairly observed that they were not disputed at the 
time, and must be admitted to be, in the main, in- 
controvertible. Prices did fall and consequent 
distress prevailed very nearly to the extent he 
described. But, however correct Mr. Attwood 
appears to have been in his statistics, equal force 
was not accorded to the theory he sought to build 
upon them. There opinions generally predominated 
against him; almost all the authorities upon the 
subject were opposed to him ; while none of the 
practical men, and no members of the influential 
body to which he belonged — the private Bankers — 
stood forward as his supporters. It will therefore 
suffice to state here that the Attwood theory, as 
explained to the Bank Charter Committee of 1832% 
assun^ as general principles — 

1st, That so long as any number of industrious 



* The speech here quoted was delivered by Mr. Matthias 
Attwood, the London Banker. The explanation of the theory was 
given by his brother, Mr. Thomas Attwood, the Banker at Bir- 
mingham. 
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honest workmen in the kingdom are out of employ- 
ment, and that such deficiency of employment is 
not local but general, it is the duty and interest of 
Glovemment to continue the depreciation of the 
currency until full employment and general pros- 
perity have been obtained. Absolute tests of full 
employment are difficult to obtain; but perhaps 
Uie year 1825 may be taken as an example, when 
no honest man was without occupation. 

2dly, Were the population doubled they would all 
be employed beneficially, by establishing either a just 
metallic standard of value, or artificial standards 
which are better suited to the present artificial state 
of society. The Bank of England note, or a mass 
of exchequer bills, or a portion of the national 
debt, might be converted into a legal tender to a 
limited extent, so as to have an abundance of cir- 
culation without any excess. 

3dly, Taxation is more or less oppressive in pro- 
portion to the quantity of money in circulation ; a 
reduction of taxation has not much effect upon in- 
dustry. For fifteen years antecedent to 1832 the 
fiscal modifications had been considerable, but the 
people gained little by them. 

4thly, To obtain the augmented currency that is 
desirable, silver should be the only standard, and 
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gold dboiild be allowed to find its agio*. The Bank 
of England should increase its issues consideraUy, 
including a large supply of one-pound notes, and 
bank paper should be a legal tender from all quar- 
ters but the Bank itself. 

Sthly. Country bank-notes ought by all means 
to be preserved. They are the most imp(Mrtant 
instruments of circulation that exist. They act 
directly upon the channels of industry, and are all 
employed in hand fide feeding and clothing the po- 
pulation whom Bank of EIngland paper does not 
so directly reach. 

Peculiar as these views appear, they coincide 
with some others which have not been feebly ex- 
pressed. Mr. Cock puMished a pamphlet about the 
same period, in which he says, ^^ There seems to be 
in all countries a sort of indescribable value set 
upon the precious metak, &r beyond what would 
appear to be wairanted by their intrinsic merits. 
It is true that their portability, incorruptibility, and 



' A|^ IB tlie p rei aiui n between the emTeitt Tftlue of uy two 
mediimiB of ezchange— «8 between paper currencj and metallic 
currency — or between one metal and another, as sQyer and 
gold. The word, in France and other continental monej>market8 
where gold, thoogh a legal payment, is not compnlsorily so at its 
standard yahie, is the price which is chargeable before a Bank 
can be coiipeDed to pa^- it. 
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being at the same time less liable to great flactua- 
tions in price, make them desirable articles to keep, 
when wealth is required to be h(>arded. But taking 
all these considerations into the estimate, and fixing 
prices on them accordingly, they are of no more 
Talue than a given quantity of sugar and coflfee, 
answering to the same nominal value, and estimated 
also by all the circumstances of corruptibility and 
waste and other disadvantages by which they are 
affected. ... As long as a paper 
currency is founded on actual property, whether 
gold, silver, coffee, sugar, or other goods, it does 
not appear to me to be possible that too much can 
be circulated." 

If to these opinions, I add from Mr. T. Attwood's 
evidence in 1832, his view of the state of things, 
that arises because they are not enforced ; a state, 
by-the-by, which may be truly said to have existed 
with as severe a reality during the last three years 
as it ever did before, I shall probably be held to 
have noticed as fully as it deserves, the Attwood 
theory of currency. " The reward of labour being 
destroyed, the labourers, who can each produce 
four times as much of the comforts of Hfe as they 
and their families could possibly consume, are starv- 
ing while superabundance reigns around them. 
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They find no employment because the organ of 
industry, which is money, does not exist in suffi- 
cient quantities to give the productive cksses a 
reward for their exertions. The peasant, idly wan- 
dering about, looks over the hedge of the half- 
cultivated farm, where the land is suffering for 
want of his labour; but at the same time, the 
farmer has neither the profit nor the money to 
enable him to bring the land into cultivation. . . . 
Retail prices have not been so much reduced as 
wholesale, yet retail tradesmen were never so much 
distressed as they are at present; they have so 
many bad debts, so much competition, and such 
diminished sales. To these classes, a depreciation 
of the currency would be highly beneficial ; it 
would enable the debtor to discharge debts which 
he cannot now pay without destruction."" 

The agricultural distress, into the particulars of 
which we have thus been led to enter at some 
length, followed by the panic of 1825, and nu- 
merous failures amongst the private Bankers in 
the country, produced another consequence, at 
which it is necessary to glance here ; although a 
better opportunity will present itself by-and-by, 
for noticing it as fiiUy as its importance and 
effects demand, — I allude to the introduction of 
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joint-stock Banks in 1826, at the particular in- 
stance of Lord liverpoors administration. Tlw 
origin and progress of these nsefiil institutions, vnA 
occupy a separate chapter; but they cannot he 
passed silently over in a sketch of the affiurs of 
the Bank of England, because they were avowedfy 
brought into life for the express purpose of sub- 
duing some of the evils, to the correction of whidi 
that establishment was pronounced unequaL 

In 1832, the joint-stock Bank plan having had 
some trial, and the improved system which the 
Bank of England was to have derived from ex** 
perience having been fairly tested; the House 
of Commons availed itself of the opportunity 
presented by the approaching termination of the 
Bank Charter, to appoint a committee to iur 
quire into the expediency of renewing that charter, 
and also to inquire into the system upon which 
Banks of issue in England and Wales were then 
conducted. The present Earl Spencer, then Lord 
Althorpe, being chancellor of the exchequer, sat 
as chairman of this committee, to which it would 
be unfair to deny the merit of having elicited a 
body of general information, interesting and in- 
structive in a high degree. Still, as a whole, it is 
an imperfect and powerless labour, and far short 
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of the ooeasion. We ted, it is true, in going 
through the evidence, that a good -deal is told 
i¥faidi had not been so weD known before; and 
that sufficient data are fbrnished, to enable us to 
substantiate, in the most conclusive manner, the 
best doctrines apphcaUe to the question : nerer- 
thdesSy tiiat there is a marked want of practical 
deuumstratiim in the inquiry, and that, however 
clear may be the exposition of past mistakes, no 
gnaiaQtee or security is afforded against their re- 
cuirence. We have nothing but a repetition of 
the old story. Past misconduct is admitted, and 
the. way by which it was to have been avoided is 
explained; but they who found their account in 
committing mistakes before, are left free to commit 
them again : and accordingly they have conunitted 
them; and so ibey will go on, until there shall 
arise some talent more original and commanding 
than has yet manifested itself in these long and 
wearying investigations, which shall strike into a 
neiw and superior path, and compound from the dull 
and clouded chaos around, some as yet undis- 
covered elements, to give the practice of the science 
^ Xoroe» cohesion, and insistency, of which it has 
hitherto proved so lamentably deficient. 

The eommittee of 1832 led to a renewal of the 
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Bank Charter for mn additioiud term <^ ten years, 
and a re-enactment of the Isgfl tender danse, a 
priTilege ceded by Lord Althorpe with the view 
of aiding the Bank in keeping a constant supply of 
gold in the countiy adequate to the wants of the 
public. In this, as the result showed, there was 
nothing gained ; so far, therefore, the inquiry of 
1832 was as feeble in producing practical advan- 
tages as all preceding ones had been. Nevertheless 
some of the information drawn out upon the occa- 
sion was pertinent and unusually satisfactory. The 
Bank now stated definitively the rules and princi- 
ples upon which its business was conducted ; and 
those rules and principles were generally admitted 
to be sound, judicious, and consistent with experi- 
ence and authority. It is one thing, however, to 
settle a set of principles, and another to act upon 
them. Those by which the Bank directors of 1832 
professed themselves bound were well explained 
by Mr. Horsley Palmer then governor, and by 
Mr. Ward one of his colleagues, and may be 
reduced to the following : 

1st, The Bank controls the currency of the 
country, and can contract or diminish it without 
the interference of the public. 

2nd, The issues of the Bank should be regulated 



SOUND SYSTEM SECURED. 163 

by' the state of the foreign exchanges which govern 
the stock of bullion : when these are at par the 
currency is fuU. Strict attention is also required, 
to the circulation of the private and joint-stock 
Banks, as an undue extension of their paper leads 
to a demand for gold upon the Bank. 

3rd, The securities of the Bank should always 
be kept fixed, and its amount of bullion should 
always be equal to one-third of the total liabilities 
it is under to pay on demand, which of course will 
include deposits as weU as issues '. 

Such were the cardinal points of action set forth 
in 1832 as those upon the application of which 
a sound system of currency was to be secured. The 
Bank then admitted that it had full power in its 
own hands for good or for evil ; and the expectation 
tipon the part of the public naturally was, that the 
maxims referred to, having been set up as the true 
ones, would be strictly observed, and a safe and 
steady currency thenceforward be maintained. By 

* The operation suggested for this purpose by Mr. Horsley 
Pahner, their governor, was to take a period of full currency, 
and consequently a par of exchange, and to invest and retain in 
securities two-thirds of the available funds of the Bank, and to 
hold the remaining third in bullion. Thenceforth, the Bank was 
to retain the aggregate amount of securities unaltered, and leave 
any demand arising on the part of the public in presenting notes, 
to fall exclusively upon the coin and bullion. 
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those means all would go weO ; and no more panics 
were to be brought about by improvident Bank 
management. This, I repeat, the public fully ex- 
pected, forgetting the ninth beatitude, in Dean Swift, 
^' Blessed are they that expect nothing, for they 
shall not be disappointed !*" The public expected, 
and the public was disappointed; in the three next 
Vi'ars there were two panics, and during their 
prevalence the notable discovery was made, that 
the celebrated rule of 1832 ^as incorrect in prin- 
ciple, unsound, and cannot be always acted upon. 
In short, it is efiective against a Bank of issue, 
but not efiective against a Bank of deposit also. 

The first of these panics took place the same 
year ; it was a political panic, and not chaigeable 
against the Bank. It is, however, remarkable as 
an instance to show the danger of dogmatizing 
u^Ktn Ikuiking, and the risk we shall always be 
expi^seil to if we rely ^^-ith extreme confid^ce 
uiwn any st^t of maxims whatever. For of these, 
one and all, it may be said with great safety, 
that tlioy dei>end entirely for success upon having 
a clear stage and no favour or prejudice. They 
have each essential conditions, which must not 
be vw*itHl or interfered vdih^ or their virtues take 
wings and fly ; hence their inherent insecurity 
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if brought to bear upon a country exposed to 
political agitation. But though fear seized the 
people when Lord Grey^s reform ministry was in 
jeopardy, and they ran so furiously for gold, taking 
three hundred thousand sovereigns in a day, as to 
drain the Bank of more than two millions in about a 
month, no such extraordinary cause started into 
operation to bring about the formidable panic of 
1836 ; on the contrarj', it is not difficult to show 
that the Bank produced it ; produced it, moreover, 
by systematically violating the principles of sound 
action which, in 1832, it had set up as a standard, 
and professed to observe. 

It is rather a curious fact, and one that shows but 
too plainly how little the Bank directors are to be 
relied upon for anything like a faithful adherence to 
their own rule of right, that some of the remote 
causes of the great panic of 1836 set in as early as 
1832 ; and that while the committee of that year was 
sitting, those causes were detected and pointed out 
by one of their own body. Mr. Ward, in his evidence, 
June 21st, 1832, adverting to the derangement of 
the currency, spoke thus : — " There is now an in- 
flux of gold to the Bank greater than is required to 
meet the demands of the public ; and I believe it 
will have a very pernicious effect. That influx has 



166 BANK AGAIN AT FAULT, 

amounted already to two millions since March. 
Suppose the dividends come out on the 9th of 
July, and suppose those persons, that have already 
(during the ministerial interregnum) hoarded a mil- 
lion and a half or two millions of sovereigns, change 
their humour, and bring them back to the Bank ; 
you will then have two millions of notes more in 
the market, and you will perhaps have six millions 
issued from the dividends, making eight millions. 
No man can deny that such an amount as eight 
millions of notes brought upon the pubhc in addi- 
tion to about sixteen that now exist, is a most in- 
convenient situation.''* 

We thus i)erceive that Mr. Ward foresaw and 
forewarned the Bank of one of those awkward in- 
stances of prosperity which seldom present them- 
selves without proving forerunners of a series of 
fluctuations, and are usually found to turn ere long 
into a panic, and end in a crash. The action of the 
Bank under such circumstances is therefore matter 
of some interest : was it consistent ? was it prudent I 
was it successful? The published accounts show, 
that in December, 1833, its issues were 1 7,469,000?., 
and the bullion in store, 10,200,000?. ; adding the 
deposits to the circulation, its total liabilities to 
pay on demand amounted to 32,629,000?. The due 
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proportion of bullion in reserve, therefore, having 
been fixed at one-third of these liabilities, it follows 
that there ought to have been 10,876,000/. of gold 
in the Bank, whereas it had, as just stated, no 
more than 10,200,000?. The difference between 
the two sums last given is the measure of the de- 
parture from the rule of right. 

The exchanges, moreover, were not in our favour 
at this period ; another standard rule was thus 
violated by the Bank. In March, 1834, the 
10,?00,000?. of gold was reduced to 8,753,000/., 
therefore a proportionate decrease in the circula- 
tion ought to have taken place, that is, if the rule 
of right was to be observed; but it was not observed. 
In March, 1834, there was an increase and not a* 
decrease of bank-notes, the amount of which was 
18,544,000/. A loss of bullion to the amount of 
1,447,000/. was met by an addition to the circu- 
lating medium of 1,074,000/. So much for prin- 
ciple, and the rule of regulating the issue of bank- 
notes by the foreign exchanges. 

Proceeding to March, 1835, we find the bullion, 
which had been gradually diminishing, reduced to 
6,295,000/.; against which the circulation was kept 
as high as 18,152,000/. Thus we see the circula- 
tion all through, from 1833 to 1834, larger by four 
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millions than it ought by role to have been. This, 
it is obvious, was system — the wrong way. 

Early in 1836 the wrong system began to be felt. 
There was, to borrow a well-tumed sentence from 
Mr. Horsley Palmer, '^a moral a(q>rehension, in 
all prudent minds, that there was mischief abroad*^ 
And the Bank directors, finding the steed stolffli, 
ran to lock the stable-door in a great hurry, and 
make all fast. According to City phraseology, money 
became tight directly. The directors, who blamed 
the private Banks for the panic of 1825-6, now 
sought to attribute the rising fever to the joint- 
stock Banks. A committee was appointed by the 
House of Commons to inquire into the working of 
the joint-stock Banking system, and it precipitated 
the evils it was intended to cure. The proceeding, 
like the others by which it has been followed, was 
one-sided and unfair. The inquiry was specifically 
directed, first, against joint-stock Banks, and then 
against Banks of issue ; but in no instance against 
the Bank of England, although every man in the 
slightest degree acquainted with the subject, must 
have felt that the action of that establishment lay 
at the root of the evil. 

The " moral apprehension " became vivid. The 
Bank raised the rate of discount to five per cent.; 

3 
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it sold exchequer bills until they fell down to ten 
shillings discount, and became a drug in the mar- 
ket. The directors then drove the chancellor of the 
exchequer to increase the interest upon them, first 
from 1-^. a day to 2d.^ and afterwards to 2^d, 
Convulsive efforts were made to stem the flood, but 
still there was no relief. In Ireland a joint-stock 
Bank, called *^ the Agricultural and Commercial 
Bank,^ with a large number of branches, suspended 
payment ; and there was a run for gold in Ireland. 
In England, two long-established Banks failed in 
Caiiisle ; as did at Manchester the Northern and 
Central joint-stock Bank, with extensive branches 
in most of the manufacturing towns. To this 
establishment the directors of the Bank found them- 
sdives compelled to advance more than a million and 
a quarter of money. It was a choice of evils : they 
knew it was wrong to add to the currency at such 
a moment ; but if they did not succour this con- 
cern, they feared there would be a general stoppage 
of the Lancashire Banks. They preferred the lesser 
evil ; they put more than a million of notes into cir- 
culation. But the symptoms of the disorder did not 
abate : Esdaile^s Bank, one of the most respectable in 
London, stopped, notwithstanding a powerful effort 
to sustain it upon the part of the Bank of England, 

I 
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' LoDdon fimu*. CoDsob fell four per 
Ki^flie }tank trii'd but could not acll tbe dead 
mif^t. DUlruat became geDoral, and credit all 
but extinct. In vain tlioy sent silver abroad to 
bring gold in eschaog« ; the discount and commisEiioii 
u[ion the vei7 first bilU in tbe London market rose 
to eight [>er cent., nhilp those of the second class 
were hardly discountable at any price. Of the 
bankruptcies that now took place, and the extreme 
depression of our manufactures and conmierce, it 

^ would be impossible ia give an exact account. 
Prices fell forty per cent. ; in the manufacturing 
districts there was no employment for the work- 
men ; merchants stopped payment in numbers, not 
because they were insolvent and had no property, 
but because no market was to be had for their 
goods, no discount for tbeir bills, no advance upon 
their stocks. It was a rare and melancholy sight 
to Iwhold English mercliants going through the 
Gazette in numbers, while their warehouses were 
full of commodities, and their characters unimpeach- 
able for knowledge of business, integrity, and cx- 

' The primtf Banlipra in the City — all except Jonce Loyd'a, 

Mid Grote'B, who refused to be purtieB to the transactiDn — gnb- 
Bcrilied 5000'. eai^li iu Kid of Esiluile's finn, but to no purpose, it 
becume bimtnipt notwith8loodiDg._ 
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emplary conduct : yet such were the incidents that 
characterized the panic of 1836. 

It should not be forgotten, that all this while 
there were Banking Committees inquiring into the 
subject in the House of Commons ; there was one 
before and another after this particular panic : and 
the only palpable consequence to be traced in con- 
nexion with these labours is, that there was another 
panic in 1839, which may be said to have extended 
itself, by a series of fits and convulsions, all through 
the years 1840 and 1841, at which date our com- 
mercial system was reduced to the lowest ebb of 
distress. The number of Banks which stopped or 
disappeared during this interval was unusually great, 
the difficulty of getting money as rigid as ever, 
and the stagnation of our commerce, the scarcity 
of good mercantile paper, extreme ; nevertheless 
upon one and all of these matters, teeming as 
they were with mischief, terror, and distress, these 
committees were as silent, and appeared as indiffe- 
rent, as if they had occurred in another world, and 
did not in the most remote degree concern the for- 
tunes or the comforts of the people of England. 

In this series of complicated disasters, a bad 
harvest is again to be noted as a leading fact in the 
heavy chain of events that dragged after. In 1838 

I 2 
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f)ur ^^in crojM failed, and then came a drain of 
liullidii upon the Iknk of England to the amount 
of inoix) than seven millions. In the three follow- 
in^^ yoaru the hanests were again deficient. Con- 
cuirent in part with these adverse circumstances, 
and ri'iKlering their effects stiU heavier and more 
pn)trnctei1, was the American cri»s, as it is termed, 
which can hardly yet be said to have completed the 
circle of its violence. In 1838 the Bank of Eng- 
land violated its principle of leaving the stock of 
^oM to Ik) acted on by the public only, by sending 
a luillion of sovereigns to restore credit in America, 
but to no puq)ose ; the American difficulties grew 
still more formidable, and the Bank of England 
itself became soon after nearly as much straitened as 
ever. Between January and October, 1839, the 
drain of specie from its vaults amounted to ten 
millions. While that process of exhaustion was 
goini^ on, an attempt was made to check it by 
selling the dead weiglit ; but as no adequate price 
could be o])tained in the market, a portion was 
pledged to the Bank of France for a loan of two 
millions and a half, and another portion to the 
Eiust India Company for 750,000/. in exchequer 
bills. Every effort, and all expedients for relief, 
proved vain ; the drain of gold, though suspended 
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while the bills were in course of exchange upon 
which the foreign loan was based, set in anew as 
soon as that fictitious diversion had subsided, and 
proceeded on throu^ 1840 and 1841, in the month 
of October, in which vear the last and most strik- 
ing evidence of our monetary distrjss was given, in 
the published returns of the total amount of the 
paper circulation of England, which was then un- 
der twenty-six millions *, — the lowest sum I believe 
the country had been reduced to during the present 
century. 

I might here, but I shall not attempt to, paint 
in the heavy colours appropriate to such a sub- 
ject, the different shades of gloom by which the 
successive stages of these three years of misfor- 
tune were characterized. From that painful and 
uninviting picture the reader will probably not 
regret to be relieved, the more particularly as the 
main points on which it would be necessary to 
dwell — those, namely, which establish the share 

* The average circulation of England published in the London 
Gazette for the four weeks ending December 24, 1841, was 
Bank of England . . £16,292,000 

Private Banks .... 6,718,211 
Joint-Stock Banks .... 3,217,812 



Total for England . . . 26,228,023 

I 3 
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which the constitution and operations of the Bank 
of England have had in producing and prolonging 
the calamity, — ^will fall rather prominently under 
our notice in the following chapter, which refers to 
Mr. Samuel Jones Loyd, and the various publica- 
tions in which, as well as in his evidence before 
Parliament, that gentleman has criticised the ac- 
counts and proceedings of the Bank of England for 
many years past, and insisted upon the propriety 
of regarding the foreign exchanges as our only 
guiding points in the regulation of the currency. 
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CHAPTER VI. 



Mr. Samuel Jones Loyd's principles and pamphlets on the cur- 
rency — Corrects the mistaken views of Messrs. Harman and 
Dorrien, by those of Messrs. Ward and Horsley Palmer — 
Character of the latter — His safety-rule for regulating the cur- 
rency, propounded in 1836 on behalf of the Bank directors 
without qualification, and admitted in 1840 to have had weak 
points, which were known — His pamphlet in 1837 on tlie causes 
and consequences of the pressure upon the money-market — 
Mr. Jones Loyd impugns the views of Mr. J. B. Smith and 
the Manchester Chamber of Commerce, as to the effects of the 
administration of the Bank of England — Publishes in 1839 
the best account of the progress of opinions relating to the 
currency, and attacks the Bank management of that year — Loan 
of 2JM0fi00l. from the Bank of France — Double functions of 
the Bank of England incompatible — The foreign exchanges — 
Examinations of and exceptions to Mr. Jones Loyd's doctrine 
respecting them — The effects of a two years' struggle to enforce 
it, &c &c. 

The influence I conceive Mr. Bicardo to have pos- 
sessed as a monetary economist, has been indicated 
by the notice I have thought it right to take of his 
principles and publications. Since the period at 
which he was a leader of the Bank reform party, 

i4 
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no individual liaa enjoyed bo large a share of public 
rt'^rd and attention as Mr. Samuel Jones Loyd, 
of wlidiio useful and vigilant labours I am now about 
to ofl'tT a Iirief account. Mr. Jones Loyd, like 
Mr. Uicardo, has the advantage of being at once a 
practical authority and an abstract reasouer upon 
the subject of money : it is his business as a mer- 
chant, his study as a scholar. Like Mr. Ricardo, 
t4>o, ho has added considerably to the weight his 
o[)inions are so well calculated to carry, by several 
well-timed and well-written pamphlets, and by re- 
peated examinations as a witness before pai'liamen- 
tar}' committees. Having never been a member of 
Parliament, he lias had no opportunity of inculca- 
ting his doctrines, and leading a great political 
})arty or the public to adopt them, by speeches in 
the House of Commons. There is another respect 
in which he differs from Mr. Bicardo : he has not 
been a discoverer, and has neither set up new prin- 
ciples nor propounded new rules of action. On 
the contrary, the cardinal point on which he lays 
the main stress of all his arguments and the weight 
of all his facts, — the one great hinge upon which he 
would turn the complicated machinery of our mone- 
tary system, to make it move smoothly and se- 
curely, — was developed before he became either a 
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witness before Pariiament, or a writer upon Bank- 
ing. In truth, his chief care, ever since he has 
addressed the public, seems to be, not so much to 
show what his own views are, as that others liave 
preceded him who proved, long ago, the case he 
advocates, and carried conviction even to ^hosc 
whose greatest censure it is, that they liavc mis- 
managed the currency in the tooth of that convic- 
tion. 

Mr. Samuel Jones Loyd made his first public 
appearance, I believe, as a leading witness and 
authority upon Banking and Currency, l)eforc the 
Bank charter committee of 1832. The house of 
which he is the junior partner had been repre- 
sented, in the inquiry of 1819, by his father, Mr. 
Lewis Loyd. There are but faint traces in his 
early evidence, of that firm breadth of opinion and 
correctional superiority, by which he has since 
then so highly distinguished himself We recog- 
nise in 1832 the fulness of his information, his 
strong mind and cautious judgment, and note in 
him a better style of expression than men of his 
class generally attain ; but we find him speaking, 
if not very favourably, stiU leniently, of the Bank 
administration ; and not as we have repeatedly 
seen him of late, inculpating its management with 

I 5 



178 A LENIENT WITNESS. 

decision and severity, and tracking to their source 
with keen sagacity, the mischiefs of which that 
management has proved the too abundant source. 
About the strongest things he said, as far as I 
have remarked, against the Bank on that occasion, 
are embraced in the answers to questions 3466 and 
3471 ; where, adverting to the convulsion of 1825, 
he thought, ''A good deal of the mischief was 
originally attributable to errors on the part of the 

Bank and the Government The previous 

state of things, the general excitement and enter- 
prise, and the unguarded condition in which both 
mercantile and Banking concerns were found, had 
been in a great degree caused by imprudent trans- 
actions on the part of the Bank, urged principally 
by the Government. I allude in a great measure 
to the increase of issues ; for instance, the purchase 
of the dead weight, advances upon mortgage, and 
other similar transactions/'' 

This character of moderation may be said to 
pervade all that has fallen from Mr. Loyd, as a 
witness before Parliament from 1832 to 1841. 
When he writes he is quite another man: on 
paper he is a censor and instructor of superior 
ability and irresistible influence. It is as a pam- 
phleteer, therefore, that we are to measure his 
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powers and force as an antagonist of the Bank of 
England. For whether it is that there is some- 
thing inherently discursive in the mode of examina- 
tion ; or, that the tone of a Parliamentary com- 
mittee, reflecting the urbanity of the circle of good 
society, in which the members composing it move, 
subdues and refines the manner and form of put- 
ting and answering questions, and the matters they 
embrace ; or whether it is, again, that there is 
something incurably soft, forbearing and inefficient 
in the secret nature and artificial composition of 
the inquiring body ; certain it is that Mr. Loyd s 
pamphlets have a degree of strength, point, and 
completeness, which is not found in his viva voce 
evidence. To his pamphlets, accordingly, I shall 
refer for an outline of the strong case he has so 
clearly made out, and so vigorously maintained 
against the Bank of England ; and for this purpose 
I select his '^ Beflections suggested by a perusal of 
Mr. J. Horsley Palmer'^s pamphlet in 1839 ;"" his 
^' Letter to J. B. Smith, esq. president of the Man- 
chester chamber of commerce, 1840 ;"" and his 
^' Remarks on the management of the circulation,^' 
&c., published somewhat later in the last named 
year. 

Mr. Loyd sets out by showing, with the greatest 

I 6 
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propriety, that there was a period— one so recent 
as the year 1819, — at which the directors of the 
Bank of England, did not profess to be aware of, 
or to be bound by the first rudiments of the know- 
ledge proper and peculiar to men of their calling 
and business ; and that the management of the cir- 
culation, during what he calls the suspension 
period, was not regulated by reference to any de- 
finite or established principles. 

As Mr. Loyd is a good writer, as well as a good 
reasoner, I shall freely adopt his own language 
upon this and other occasions. 

*' Neither upon the subject of the measure by 
which the excess or deficiency of the amount of the 
circulation was to be determined ; nor of the 
means by which the circulation when in excess, 
was to be restricted ; nor of the mode by which 
the amount of the circulation affects the state of 
the exchanges ; nor of the principle upon which a 
reduction of its issues was calculated to secure to 
the Bank its competency to discharge its notes in 
gold ; does it appear that any clear and fixed views 
were entertained by those who at that time were 
entrusted with the management of the currency. 
A supposed obligation to meet the real wants of 
conmfierce, and to discount all commercial bills 
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arising out of legitimate transactions, appears to 
have been considered as the principle upon which 
the amount of the circulation was to be regulated ; 
whilst the single circumstance which, under such 
a system, could keep their issues within any rea- 
sonable bounds, viz. the accidental fact that the 
market rate of interest for bills of the descrip- 
tion which were alone discountable at the Bank, 
did not materially or for any length of time exceed 
the Bank rate of discount, was wholly' unobserved, 
and therefore unappreciated by them. 

^^ A connexion was admitted to exist between 
the state of the exchanges and the amount of the 
circulation; but no definite idea was formed of 
the nature of this connexion, nor was it deemed 
that any practical rule could be deduced from it, 
for the guidance of the Bank in regulating the 
amount of its issues. 

^' The rate of interest seems to have been looked 
upon as a much better barometer for measuring 
the fluctuations of the circulation ; whilst a reduc- 
tion of its issues was held to be a measure of 
prbtection to the Bank, not so much on account 
of any influence it might exercise upon the state 
of the exchanges, and its consequent tendency 
to put an end to the inducement for demanding 
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gold, as on account of its simile ^Rsct in reducing 
the absolute amount of notes which would be pre- 
sented for gold. Indeed, the doctrine that the 
state of the exchanges is influenced by the amount 
of the circulation, was formally denied by a solemn 
resolution of the court of directors, passed March 
25th, 1819, and bud before Pariiament. 'That 
this court cannot refrain from adverting to an 
opinion, strongly insisted on by some, that the 
Bank has only to reduce its issues to obtain a 
fiivourable turn in the exchanges, and a consequent 
influx of the precious metals ; the court conceives 
it to be its duty to declare that it is unable to 
discover any solid foundation for such a senti- 
ment/ '^ 



'^ Having accumulated a considerable quantity of 
specie, the Bank thought that the most natural and 
eflectual mode of preparing for a general resumption 
of cash pa^-ments, was to spread the accumulated 
store of specie throughout the country by the inter- 
mediate adoption of a partial resumption.''^ Be- 
Pkirh, Szc. 

This is canning the case home to the chimney 
corner of tlie Bank parlour, and upsetting the di- 
rectors under their own table. But the severe 
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critic, conscious of his own strength, is not content 
with a general summary, but calls the parties forth 
by name, and convicts them out of their own 
mouths. Mr. Harman, and Mr. Dorrien, both 
governors of the Bank, had been examined in 1819^ 
on which occasion it appears — 

Mr. Harman is asked j^ — 

'^ What is the indication of there being circula- 
tion enough in the country, neither too little nor 
too much, and what the regulator that determines 
that sufficiency ! — If it is meant to allude to dis- 
counts, I should have only the old answer to give ; 
undoubtedly good paper being sent into the Bank 
for discount, of which we must judge the best we 
can, that is the criterion ; I take for granted that 
established houses of good character would not 
come to the Bank to pay five per cent, for money, 
if they did not want it. 

^^ What regulates, in your opinion, the amount 
of circulating medium which is necessary for the 
purposes of the country ; is it the amount of re- 
venue and expenditure and the general amount of 
foreign trade in the country, or on what other cir- 
cumstances does the amount of the circulating 
medium depend! — I should think decidedly what 
has been suggested, the amount required for the 
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revenue, and the general expenditure, and also what 
is wanted for inland and foreign trade. 

^^ Do you think that the increase of the issues 
of paper would not increase prices! — I think an 
undue increase of the issues of paper decidedly 
would increase prices. 

^^ What do you mean by undue in that sentence? 
— The meaning of the word ' undue,^ in that sen- 
tence is an over issue ; if more paper is issued thw 
the honest real wants of the public require, that 
certainly would have an unfavourable effect upon 
prices. 

'^ Do you mean by that, more paper than private 
individuals may employ with profit to themselves ? 
— More paper issued than private individuals may 
employ with just profit to themselves ; if so large a 
sum of paper is issued as to induce men to specu- 
late improperly, that I should say was an undue 
issue. 

" State what you consider to be the criterion of 
a superabundant issue ? — The criterion of a super- 
abundant issue is when money will not produce a 
sufficient interest. I think, when in fact there is 
no demand for money, it will very soon discover 
itself in the money-market, whether there is a su- 
perabundance or not. 
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" In what manner ! — It will be, if I may use the 
phrase, hawked about at a lower rate of interest 
than is usual. 

^' Do you think that the foreign exchanges 
are affected by any considerable increase or diminu- 
tion in the amount of the issues of the Bank of 
England I — I cannot say that I have ever thought 
that they are. 

'* With a view to what immediate effect would 
the Bank reduce their issues ? — To the considera- 
tion of their own security, and to make themselves 
as independent as possible, in order that if there 
should be a run upon them they should have the 
means of fulfiUing their engagements. Putting, as 
the Committee invite me to do, the consideration of 
the public out of view, it would then be for the 
safety of the Bank exclusively that I should act, 
and therefore reduce the issues at all events, that 
we might fulfil our own engagements. 

" Would it be with a view to facilitate the pur- 
chase of gold by the reduction of its price in the 
market ! — That would not be my first object ; an 
extravagant lowering of the amount of paper would 
very likely have the effect of lowering the price of 
gold, but inasmuch as we withdraw from circulation 
our paper, the means we already possess would be 
more equivalent.*" 
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31r. IKxricii is uked. — 

~ Is the Oxsmhtce to Qndentand that the Bank 
ctEa^a^z^i re-^vbxe their discounts solely fayaTiew 
to the ixusn^ cf the tnosMtion and the state of 
the paroesw and not with any xiev to the state of 
fcragn exdiaz^es S — If a hoose which is in the 
constant hifait of dealing in exdangeswne to sand 
in a large sum for dkcoont. at a time that the ex- 
changes wvre on&ToaraUe to the coontiy, it cer- 
tainh* wooM beccoie a part of the eonsiderati<Hi. 

** Is that because soch a state of exchange might 
afiect the credit d* the house I — No ; with reference 
to the good of the coimtrr at large. 

'* Then the discoonts of the Bank of England are 
infloeDced by a view to foreign exchanges, in a case 
when? the applicants for discount are foreign mer- 
chants i — ^\llere thev are dealers in exchanges. 

'* Are the discounts of the Bank of finghmd in 
aU other cases regulated solely by a regard to the 
transaction and the character of the parties ! — The 
various cin?umstanees that bear upon the question, 
the solidity of the party, the amount of their ac- 
count, and the natiu^ of their business, are taken 
into consideration. 

" In anv other case than that vou have stated, 
would regard be had to the state of the exchanges? 
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— I do not think that that is made a consideration 
in a general way.^ 

• • ^ • • • 

" Do you conceive the effect of the repayment 
by Gt)yemment of a portion of the Bank advances, 
would be the reduction of the issues of the Bank ! 
— The Bank is always ready to lend on commercial 
paper that is legitimate in its origin, and is not 
carried to too great an extent by the parties who 
i^ply for discount. The issues of the Bank would 
be regulated according to the absolute wants of the 
country, but that must be learnt by experience.'" 
(Bemarhy &c. pp. 6 — 9.) 

Such having been the notions of the directors 
with respect to the currency in 1819, Mr. Loyd 
points to the curious and striking change of opinion 
upon the part of the Bank, and the corresponding 
modification of her system, in 1832 ; when Mr. 
Ward, then a director, said in his evidence : 

" In the year 1819, when the Committee sat, 
there were some resolutions forwarded to the Com- 
mittee from the Bank, stating some of the prin- 
ciples they had regarded ; and it will be recollected 
that they distinctly denied the principle, that the 
exchanges were to be regarded in regulating the 
issues. Subsequently to that period, opinions be- 
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came changed, and of course, in the woiidng of the 
machinery, they found the merits of the case such 
as they really were; and a growing disposition 
manifested itself to heed, in a greater degree than 
they hitherto had done, the principle of exchange 
and bullion ; but in 1827, I moved that that reso- 
lution should be rescinded, and from that moment 
I have considered it the practice of the Bank, and 
it was the practice, in a great degree, even pre- 
viously to that;' (p. 143. Q. 2074.) "It 

was first considered a theoretical notion, but sub- 
sequently it was found, little by little, that the 
practice did agree with the theory.'** {Remarks^ 
&c. p. 20.) 

The great Bank champion, however, in 1832, 
was Mr. Horsley Palmer, then its governor ; and 
it is due to him on account of his position, of the 
part he undertook to act, and the foes he drew 
down upon him, to let hira stand out conspicuously 
in his own person, and wield his weapons accord- 
ing to the fashion he preferred. 

Of this gentleman's public performances I desire 
to speak with respect, but without flattery. He is 
decidedly clever ; but appears to be neither very 
scrupulous nor over-candid. In 1837, Col. Torrens, 
the well known writer upon Banking and Political 
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Elconomy, addressed a letter to Lord Melbourne on 
the causes of the recent derangement in the money- 
market, &c. Soon after this, Mr. Horsley Palmer 
brought out his '^ Causes and Consequences of the 
Pressure upon the Money Market/^ in which he 
replied to the colonel, point by point, but declared 
that this was quite accidental, and had been done 
without his having seen, while he was writing, what 
had been written by his adversary on the other 
side ! Again, he propounded in J 882, without any 
qualification, and took credit to himself, while it 
was thought to be unexceptionable, for the cele- 
brated safety-rule of management; but when it 
had failed in operation, and was proved to be no 
specific, he permitted, in silence, the imputation to 
rest upon the directors, whose mouth- piece he had 
made himself, of having been aware that '* the prin- 
ciple was not perfect, and that they knew its weak 
paints.'^ 

Being asked the principle by which, in ordinary 
times, the Bank is guided in the regulation of their 
issues ! he answers, " (excepting under special cir- 
cumstances) it is to invest and retain in securities 
bearing interest, a given proportion of the deposits, 
and the value received for notes in circulation, the 
remainder being held in coin and bullion ; the pro- 
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portions which seem to be desirable, under existing 
circumstances, may be stated at about tuxhthirds^ 
and one-third m bullion ; the circulation of the 
country, so far as the same may depend upon the 
Bank, beinp subsequently regulated by the action of 
the foreign exchanges. 

'' By the circulation of the country, do you mean 
the whole circulation of the country, and not the 
country circulation!— 2^ tchole circulation of the 
country. 

^' When you say that, as a general principle, you 
think it desirable to have one third of bullion in 
your coffers, against your circulation, you mean to 
include in that circulation not only your paper out, 
but all deposits, whether of Government or indi- 
viduals ? — Yes. 

" In short, all liabilities to pay on demand? — Yes. 

" And you hold the liability to pay on demand, 
arising from a deposit, to be an equivalent to a 
note out? — I hold it to be that sort of liability 
which the Bank are bound to provide for by a 
reserve of bullion. 

" Do you think the liability arising from the 
deposit to be more dangerous to the Bank as to 
sudden calls, or less dangerous to it than the same 
amount out in paper ? — Less dangerous. 
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^^ According to your description of the principle 
upon which the affiiirs of the Bank are conducted, 
do not the directors of the Bank of England possess 
the power of regulating the whole circulation of the 
country ! — ^The Bank are very desirous not to ex- 
ercise any power, but to leave the public to use the 
power which they possess of returning Bank paper 
for bullion. 

^' Would the exchanges be corrected if the 
amount of currency was left wholly in the hands 
of the public! — They have been principally cor- 
rected under that management. 

^^ Is the Bank exposed to no inconvenience by 
vi^ting to have the correction take place in this 
method, in preference to itself interfering, by that 
power, to diminish the circulation in case of a fall 
of exchange i — No ; provided they are adequately 
supplied with bullion when the exchanges are at 
par, and which proportion I have stated to be 
about one-third. 

^' Does not the Bank, if it think proper, possess 
the power of extending the currency, or of dimi- 
nishing it, without waiting for the interference of 
the public ! — It has the power. 

" Would the Bank forcibly contract their issues, 
by a sale of securities, during an unfavourable course 
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of excfaar.;^^ with fweign countries ; and would they 
fornbir extend their iasoes by the purchase of seca- 
rhies. when the exchange was &vonraUe! — I think 
not« except under special circumstances. 

*' You mean to sav, that the Bank would not 

m 

forcibly do that : but that it would leave it to the 
public to act uii^.^n the Bank, and produce the effect 
at which it woul.l arrive J — I do. 

"It appears by the accounts before the Com- 
mittee, that for the last four years, the amount pf 
securities in the hands of the Bank varied very 
little ; do you consider it important, in the manage- 
ment of the Bank, to keep the securities at nearly 
the same amount ; — As nearly as the same can be 
manas^^d. 

*' Wlmt is the reason why you think it necessary 
to keep the securities at the same amount ! — Be- 
cause the public are thereby enabled, without any 
forced action on the part of the Bank, to act for 
themselves in returning notes for bullion for expor- 
tation, when the exchanges are unfavourable. If 
the exchanges continue favourable for any great 
length of time, then the influx of treasure will com- 
mand an increased issue of paper, and which may 
derange the proportions ; but it does not /oliow that 
tlie Bank ought ^ upon that account^ immediately to ex- 
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terul its issue upon securities. When, however, it is 
clearly ascertained to be desirable that part of the 
excess of bullion so received should be returned to 
the Continent, then it niay be necessary for the 
Bank to reassume its proportion, by transferring 
part of the bullion into securities, still presermng 
the prcpartians of one-third and ttoo-thirds. 

^^ In times of great commercial prosperity, would 
not the leaving to the public the correction of a 
redundant currency lead to a greater redundancy, 
and to excessive speculation I — I think not. 

" You have stated one-third of bullion to bo, in 
your opinion, about the proper proportion for the 
Bank to hold in proportion to its liabilities ; is that 
proportion the result of your experience in the 
management of the Bank ! — Yes, with reference to 
periods of a fidl currency."*^ (Report, pp. 11, 12.) 

Such, by their own confession, being the mode 
and terms upon which the currency ought to be 
managed, and things after a short interval still 
going as wrong as ever, it is needless to add, that 
much discontent arose, and many fault-finders pre- 
sented themselves before the public, to arraign the 
conduct of the Bank directors. The case of the 
complainants was certainly a strong one : many 
facts, and cogent reasoning sustained them ; they 
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tried the liank upon the premises she had herself 
selected, and convicted the culprit out of her own 
mouth. 

Mr. Horsley Palmer having been the Bank organ 
to lay down, as certain and positive, a rule of action, 
the application of which was aftei^vards questioned, 
naturally came forward in its defence, and for this 
purpose published, in 1837, the pamphlet entitled, 
^' Causes and Consequences of the Pressure upon 
the Money-Market."" The points in discussion are 
instructive in many respects, and in none, perhaps, 
more so than in the example they furnish of the 
degree of dependence which is to be placed in the 
declarations of a body circumstanced as that of the 
]}ank direction. I shall, therefore, make no apology 
for giving the follo\^ing abstract of the case. 

The charge against the Bank specifically was, 
that it had mismanaged the currency by violating 
its own rule of conduct, in not keeping up the re- 
quired proportions between its liabilities and stock 
of gold. Against this Mr. Palmer urged, that the 
proportion liad been generally maintained, and that, 
from December 1833 to April 1835, "the premium 
upon gold in Paris was nine per milled and "there 
was no demand upon the Bank for bar-gold, and no 
l^voHf upon the export of that metal.'*'* But by 
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March, 1834, whatever may have been the opinion 
of the direct<»B as to Uie proJU of eiporting gold, 
their bullion had Men away from 10,200,000/. to 
8,753,000/.; whilst, instead of an equivalent reduc- 
tion in their circulation, — which, according to their 
principle, should have been contracted under the 
action of a decreasing stock of gold — the notes 
out amounted to 18,544,000/. This was an emis- 
«on of 1,074,000/. of paper in the face of a loss of 
bullion amounting to 1,447,000/. So much for 
principles. A gradual duninution of the gold went 
on until March, 1835, when the reserve of bullion 
was only 6,295,000/., the circulation continuing 
as high as 18,152,000/. Here, again, admitted 
principles were further departed from. All this 
time, with the exception of two short intervals, 
during which the Bank, by a violent but not sus- 
tained contraction of the circulation, recovered 
some small portion of its gold, the foreign ex- 
changes, as might have been expected, continued 
adverse. The published account of November, 
1836, gave — circulation, 17,543,000/.; bullion, 
4,933,000/. In February, 1837, when the stock 
of bullion reached its lowest point, the average cir- 
culation had advanced as high as 17,868,000/., the 
bullion being no more than 4,032,000/. 
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These were the oflScial facts Mr. Pakoer had to 
rebut, and he met them as foUows : — 

^' The liabilities and assets of the Bank in Octo- 
ber, 1833, upon an average of the three preceding 

months, were, 

£. £. 



Circulation, 19,800,000 
Deposits, 13,000,000 



Securities, 24,200,000 
Bullion, 10,900,000 



" On the 27th December, 1836, the bullion was 
4,300,000/., showing a reduction of 6,600,000?. 
The circulation was then 17,300,000/. and the de- 
posits, excluding those of a temporary character^ 
(four and a half millions,) were 9,200,000/.; the 
diminution of the two taken together having been 
6,300,000/.''* 

Having got rid of four millions and a half in this 
statcipent in so many words, Mr. Palmer's boldness 
as a sophist, and his rashness as an advocate, will 
appear in the explanation he subjoined to justify 
this emission. 

'' It may here, perhaps, be as well to explain the 
nature of what are termed extra-deposits, in order to 
show that they are independent of the regular work- 
ing of the Bank. They have consisted of moniey be- 
longing either to government, or the East India 
company, altogether independent of their ordinary 
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transactions. The first arose out of the contract 
for the West India loan, upon which a discount 
^as allowed for prompt payment higher than the 
market rate of interest ; and as the prompt pay- 
ments thus made were not required for issue to 
the West India claimants for several months after- 
wards, it became necessary, in order to preserve 
the currency in the same state, as if the payments 
for the loan had not taken place, and to prevent 
its undue contraction, to re-issue the money to 
the public. This was done by contract with the 
money-dealers, so as to insure its return to the 
Bank, at the time of the adjustment being made 
with the claimants, by the commissioners. 



^' The second case was that of the East India 
company realizing their commercial assets, to an 
extent far exceeding their ordinary wants for pay- 
ment, upon the commencement of the accumu- 
lation, to the extent of 600,000^. or 700,000?., 
above their ordinary balances ; and appUcation was 
made to the Bank to ascertain whether it would 
undertake the risk of lending the money ; paying 
to the company a given rate of interest ... It 
never could be expected, that the Bank should be 
required to pay a rate of interest for notes, or 
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bullion belonging to others, merely for the sake 
of keeping them wiemployed ; having at the same 
time no excess beyond the twenty-four and a half 
millions of securities^ which the ordinary working 
deposits^ and circulation, entitled that body to 
hold;^ 

From this specimen of candid statement, and 
sound argument, I turn with satisfaction to Mr. 
Loyd^s reply ; and venture not to mar its effect, by 
adding a word by way of praise, or a single fact 
by way of corroboration. 

" This mode of getting rid of a certain part of 
the deposits and securities, with the view of obtain- 
ing a table which shall exhibit a desired result, is 
not satisfactory, because it does not rest upon any 
distinctive principle. The deposits in the hands of 
the Bank, left there by different classes of the 
community, and arising out of different circum- 
stances ; may, no doubt, differ in respect to their 
probable permanency and variation of amount ; but 
these are only differences of degree, and make no 
essential difference upon principle in their nature 
or character. They are all equally Banking de- 
posits, liable to those variations in a greater or 
less degree which are incidental to such deposits. 

" The course adopted by Mr. Palmer, is a mere 
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arbitrary mode of makiDg up an account to exhibit 
a desired result. There is no real distinction 
between these deposits, by which he can justify 
the plan of removing one class of them from the 
operation of a principle, to which he still holds the 
other classes to be subject ; the fact is, that the 
principle is applicable only to the management of 
the currency; and is totally inapplicable to the 
management of Banking-deposits. By applying 
the principle to the aggregate result of the two 
classes of business, the Bank arrives at a rule, the * 
possible consequences of which are of the most 
serioils nature. 

" The rule is, * that the securities being kept 
equal, any diminution in the amount of specie may 
be met by a corresponding decrease in the aggre- 
gate amount of circulation and deposits.^ The pos- 
nble emhsequence is, thai a large diminution of specie 
may take place ; and he met, not hy a corresponding 
decrease of circulation, hut solely hy a decrease of 
deposits. Thus a heavy drain upon the treasure of 
the Bank, might take place under this rule, without 
any contrarian of the currency hy which that drain 
is to he checked, or the Bank to he protected. 

" The rule now adopted by the Bank is incor- 
rect, and cannot be safely relied upon, in the 
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management of the cmrency. The rule ought to 
be, that the variations in the amount of circulation 
sliall correspond to the variations of the amount 
of bullion ; and the adherence of the Bank to this 
rule ought to be obvious upon the face of the 
published accounts. By this means, and by this 
means only, can we obtain 'a paper circulation 
varying in amount exactly as the circulation would 
have varied, had it been metaUic.** ^ 

Mr. Palmer further pleaded that the mischief 
had been produced by over issues upon the part 
of the joint-stock Banks ; and to this, Mr. Loyd 
retorted with singular dexterity and effect ; that 
the Bank of England had failed to give the warn- 
ing due, and always expected under such circum- 
stances. 

Another passage disposes of the whole case. 

'' The following is a statement of the circulation 
and bullion of the Bank, as given in the monthly 
returns which are published in the gazette, from 
January, 1836, to Februarj-, 1837, inclusive. 

Circulation. Gold. 

1836. £. £• 

January 12. . . 17,262,000 7,078,000 

February 9. . . 17,427,000 7,498,000 

March 8. . . . 17,739,000 7,701,000 



THE CIRCULATION SCBUTINIZED. 
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CircoUtioo. 


Gold. 


1836. 


£. 


£. 


April 5. . . , 


. 18,063,000 


7,801,000 


May 3. . . 


. 18,154,000 


7,782,000 


May 31. . . . 


18,061,000 


7,663,000 


June 28. . . , 


. 17,899,000 


7,362,000 


July 26. . . 


. 17,940,000 


6,926,000 


August 23. 


. 18,061,000 


6,325,000 


September 20. 


. 18,147,000 


6,719,000 


October 18. . , 


, 17,936,000 


6,257,000 


November 16. 


. 17,643,000 


* 4,933,000 


December 13. 


. 17,361,000 


4,545,000 


1837. 






January 18. . 


. 17,422,000 


4,287,000 


Februaiy 10. . 


. 17,868,000 


4,032,000 



'^ Upon an inspection of this table we can not 
fail to remark, — 

"1. That the circulation is considerably higher 
at this moment than it was in January, 1836, 
although during this period the bullion has under- 
gone a very large diminution. 

" 2. That the circulation continued steadily to in- 
crease from January, 1836, up to May; and that even 
in September it was at the same amount at which 
it stood in May, although the drain of bullion was, 
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h\ Mr. Palmer^s acknowledgment, in full force 
fmni April to September. 

** S, That there does not appear to have been any 
eflectual reduction of circulation, subsequent to t&e 
rise of inter^t upon exchequer bills ; although this 
measure was loudly caDed for as necessary to enable 
the Uank to realize its securities, and thus reduce 
its u^ues. We would ask any reflecting person to 
look first to the column of bullion, and mark its re- 
gular and rapid decrease; then to compare with this 
the column ofcirculation, terminating with a larger 
amount than that with which it commences ; and 
having done so, to declare whether he discovers any 
evidence of the Kank hamnp mad^ the amount of its 
circHhtlon to tiactuate as it \could have done, had 
It hyn pn\hf metallic ; or whether he can perceive, 
diirint^ the drain of bullion which commenced in 
April, lU' during the months which immediately 
procodod that event, any signs of that steady and 
undoviating contraction of circulation on the part 
of the Bank, on wliich alone any just objection 
to the conduct of the joint-stock Banks can be 
founded ? It is not a satisfactory reply to this 
question to say, 'that the diminution of bullion has 
Ihhmi mot by a diminished amount of deposits.** If 
tlio joint-stock Banks see, by the published returns, 
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that the circulation of the Bank is maintained at its 
full amount ; they are warranted in concluding that 
there is no real call for a diminution of their issues, 
notwithstanding that some of the depositors in the 
Bank may have thought proper to draw from it 
a portion of their funds. Indeed, the Bank is not 
entiUed to calculate at all upon the long-sighted- 
ness ar prudence of the joint-etock Banks, biU auffht 
to rely soMy upon the infltMnce which a steady awl 
continuous course of contraction on her part, must 
exercise upon the proceedings of her subordinate 
rivals. This it is clear she has not done from 
January, 1836, to February, 1837 ; and, therefore, 
she appears to be without any sufficient ground 

• 

for attributing the whole or the greater portion of 
the existing derangement to their misconduct. If 
they have done wrong, it appears to have been 
from the want of that controlling action on the 
part of the Bank of England, which she might 
have exerted, and has not.'*'' 

From the date of these masterly expositions, the 
public attention was turned from all quarters with 
eager respect to Mr. Jones Loyd, as the oracle 
from whose lips the country was sure to learn the 
right rule of action in money matters, and the cen- 
sor upon whose judgment a confident dependence 
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V3:^ r-: :«^ Tuced ix ^ ooneedon, ail onee impartial 
iz^i f«v»i:^^ hC i^ suscaikescif the Bankof En^and. 
Ebc ia 1 vs*.' ziu- zKoasiienfate poitioQ of the cur- 
reac7 r^e.m ;*^^ ^^ ^*>I ftJoplied Mr. Loyd as 
;3Ar jaifcaer ai^-i eftUBftoa. w» smprsed to behold 
ksi iCcp 52:0 ibe pcbfie aroia of his own accord, 
aai :2n>v ^ rsa::;^ of his authcMritT round the 
sJiXLOtxs c/ ihe Biick dorectors. On the 12th of 
IX^^fctcvr. I>sSs:>« tbe ifirectois of the chamber of 
owstzxne>? a: Manchester, printed "^ A Report on 
the <edR:>r:$ 0/ the Administntioo of the Bank of 
Eo^rtuKi u[<« the Coomiefdal and Manu&cturing 
inufvssti^ v>f ihe Coontrr.** To this docmn^it Mr. 
Lovd quickly w>Iunte^^r^ a reply in the form of 
'* A Le::er :o J. B. Smith, esq^ President of the 
ChaiuWr, io.** The charueter of this short and 
uuejLjvoted ovnnpc^ition may be soon sketched. It 
cvniained pas8?iiges excellently conceived and ex- 
prvisse\l ; a philossophical vigour of thought and 
stylo sujx^rior to the ordinary flow of writing upon 
the same subject ; much anxious flattery of Man- 
chester and Manchester-men, and an emphatic 
deprecation of the growing license of unqualified 
attacks upon the Bonk of England — the faults and 
errors of which were so lightly touched upon, that 
upon the whole the apolog}', to the eye of the 
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general reader, had very much the air of a pane- 
gyric. 

To me the letter appears to have this principal 
defect ; it wants that frankness and completeness 
as to its object and effect which constitute the 
author^s forte, and give so much satisfaction in 
some of the other productions of his pen. The 
Manchester merchants impugned the system of the 
Bank of England from 1835 to 1839, reviewing as 
they proceeded, the relations and consequences in 
which that system involved the commerce and 
manufactures of the country. Mr. Loyd, as we 
have just seen, has done the same thing himself 
upon another occasion. His vindication in this 
instance rests specifically upon the management of 
the currency in a single year — 1838 — and after 
showing that the measures of the Bank were clear 
from blame in that limited period, he covered the 
details of the larger portion of time over which the 
charge extends, with a suggestion of general prin- 
ciples, admirably enounced, and an impeachment of 
the country Bankers as large participators in the 
ofience complained of. Thus, however significantly 
faults and omissions are indicated in the report, 
which render that document an inconclusive au- 
thority, the neglect to su[)ply upon his side matter 
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equally {)ertinent to the issue, subjeda his own per- 
formance to the very charge of imperfection he was 
the firet to bring forward ; and afibrds the Bank 
an excuse — at least as far as ** The Letter **** goes 
— ^for claiming a verdict of not guilty upon the 
whole of the indictment, upon no better grounds 
than tliat the proof of extreme wrong has fiuled 
upon one out of several of the heavy pleas i^n the 
record. 

"The phenomenon," according to Mr. Loyd, "ex- 
amined in the Manchester report — the fluctuations 
of prices and the alternations of conunerdal affiurs 
— is not attributable to any one cause exclusively : 
it Ih the result of many concurring causes, depen- 
dant each upon different principles, which ought all 
to be carefully analysed and afterwards weighed 
against each other." 

I quote the following passages with pleasure; they 
are strong in truthful merit and energetic eloquence. 

" Fluctuations in the amount of the currency are 
seldom, if ever, the original and exciting cause of 
fluctuations in prices and in the state of trade. 
The buoyant and sanguine character of the human 
mind ; miscalculations as to the relative extent of 
supply and demand ; fluctuations of the seasons ; 
changes of taste and fashion ; legislative enactments 
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and political events ; excitement or depression in 
the condition of other countries connected with us 
by active tradidg intercourse ; an endless variety 
of casualties acting upon those sympathies by which 
masses of men are often urged into a state of ex- 
citement or depression ; — these, all or some of 
them, are generally the original exciting causes of 
those variations in the state of trade to which the 
report refers. The management of the currency is 
a subordinate agent ; it seldom originates, but it 
may, and often does, exert a considerable influence 
in restraining or augmenting the violence of com- 
mercial oscillations. 

" What, then, were the originating causes of the 
recent commercial pressure ! 

" The succession of two bad harvests in a country 
afflicted with laws which render such an occurrence 
peculiarly oppressive to the conununity, and by a 
peculiar felicity in mischief, contrived to make mo- 
netary derangement, and consequently conmiercial 
pressure, the inevitable accompaniment of the mis- 
fortune of the seasons. The poison of unpolicy is 
thus thrown into the fiendish cauldron of injustice, 

" For a charm of powerful trouble, 
Like a hell-broth to boil and bubble." 

" Be severe ; but let your severity be tempered 
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with a proportionate regard to justice. Condemn 
misconduct ; but do it with discrimination. Trace 
every evil with unsparing research to its origin; 
but be sure that you reach the true source of it. 
Analyze the impure result by the severest test ; but 
take care that you do not attribute to one cause 
alone, those effects which really indicate the pre- 
sence of many deleterious principles. The pheno- 
menon under yoiur consideration is not a simple 
one, neither is the cause of it. Mismanagement of 
tlic circulation is not the primary source, it is only 
the contributory stream ; and the foul water which 
it pours forth, flows from more than one polluted 
spring/" 

Notwithstanding the merit of these and other 
|>assagoss there was something in the occasion and 
the defensive purport of this letter, by which — to 
use a ei^ninion phrase — many of Mr. Loytfs more 
onthuid;\stio admirers were taken aback. It wore 
an air of caprice, if not a character of incon- 
sisteuoY. I presume not to say whether the writer 
felt this or meant to do the Bank a friendly turn, 
In^Hexiu;? it to be an injured establishment. Per- 
hrt|v4 rts Siumiel %TvAnson, once the great critic of 
the IWlK\s l^^ttn^s. wx^uld allow no one but himself 
U^ rtbuse iiarriok. ^> Siunuel Jones Loyd, who is 
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equally potential as a censor in Banking, cannot 
patiently endure to see a new body like the Man- 
chester Chamber of Commerce starting up and 
bustling forward, saucily to let off— if I may borrow 
a simile from the Scotch bagpipe — the drone of his 
thunder in what he conceives a rude and unartist- 
like manner. 

This is a conjecture — let me turn to realities. 
The sun of Mr. Loyd'*s popularity was not long 
in rising above the mists and vapours engendered 
by the lecture he read the opponents of the Bank 
of England at our principal seat of manufactures. 
Very soon after the publication of his letter to 
Mr. Smith, appeared the best of his pamphlets, en- 
titled ^^ Remarks on the Management of the Cir- 
culation ; and on the condition and conduct of the 
Bank of England and of the Country Issuers, 
during the year 1839.*^ — Of this masterly tract I 
do not think it is too much to affirm, that nothing 
more clear or correct upon the abstruse and com- 
plicated questions it so admirably explains, has ever 
been written. The letter to Mr. Smith ought to 
have formed a part of the " Remarks,"' for they 
did, in the best manner possible, the very thing the 
letter reproved the Manchester Chamber of Com- 
merce for attempting to do. I have already taken 
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Heveral quotations from it, and shaU add some others: 
it is an inexpressible relief to me, and must, I should 
think, be still more as^reeable to the reader, that I 
am thus able to diversify and improve my page with 
matter so full of merit and instruction. 

After giving a summary, at once the shortest, 
neatest, and soundest I have ever read, of the pro- 
gress of public opinion respecting the currency from 
the year 18 If) to 1832 — Mr. Loyd proceeds to 
expose the errors of the Bank of England during 
the course of 1839. He exhibits the circulation 
deposits, securities, and bullion, in that and the pre- 
ceding year, and then demonstrates in the most 
conclusive manner possible, that in 1 839 the prin- 
ciples laid down by the directors in 1832 were 
wholly disregarded, and that if it had not been for 
the French Loan, the Bank must have been ex- 
hausted of specie. 

The drain of bullion began in January, 1839, and 
the stream continued to ebb with velocity, each 
month showing a large decrease of volume, in the 
face of which the Bank continued to increase her 
issues. 

In January the cir- £. £. 

culation was . 18,201,000 bullion 9,336,000 

February . . . 18,252,000 " 8,919,000 
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March . £18,290,000 " 8,106,000 
April . . . 18,371,000 " 7,073,000 
At this rate the store of gold grew less and less 
until October, when there remained only 2,525,000/. 
So that if, for the sake of argument, we deduct from 
that sum the amount of the French loan, then the 
last and sole resource of the Bank, and which was 
just two and a-half millions, there will be only 
25,000 sovereigns remaining. 

Upon this state of embarrassment Mr. Jones 
enlarges with his usual penetration : 

*' The corresponding diminution in the liabilities 
of the Bank has fallen almost entirely upon the 
deposits ; the decrease of the circulation within 
the same period amounting only to 600,000?. Thus 
we have a decrease of bullion of very large amount, 
and to so low a point that the position of the Bank 
is unquestionably rendered insecure, and without 
the aid of the foreign credit would probably have 
been desperate ; whilst the decrease of circulation, 
by which alone this course of things could be 
checked, and the convertibility of the notes en- 
sured, amounted only in October to the trifling 
sum of 600,000?. ; and according to the rule, 
might have been nothing at all, if the depositors 
had thought proper further to increase their de- 
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mands to that extent. Is not this a dear reduc- 
tion of the rule to a practical absurdity ; and a 
proof, that so long as it is applied to the joint 
liabilities, and not to the circulation exclusively^ it 
affords no security whatever ! 

'^ As applicable to this point, we cannot forbear 
from quoting an observation which occurs in the 
evidence of Mr. Ward, and which puts the true 
principle of a paper-currency with peculiar clear- 
ness and force : ^ Individually, as a director of the 
Bank, I do not presume to alter the Kings's cur- 
rency, but I endeavour always to bring the paper 
as nearly as possible to what the currency would 
be if no Bank existed, and the currency were all 
gold.' (Qn. 144, No. 2080.) Who, then, we may 
ask, has ' presumed to alter the King's currency ' 
during the last year, when we find, by the accounts 
before us, that ' had it been all gold ' the decrease 
would have been 6,800,000^. ; whilst, being a paper 
circulation, and ' a Bank existing,' the decrease has 
been only 600,000 V 

The next blow inflicted upon the directors is not 
less mortal. 

" The amount of the securities waste be kept fixed, 
under ordinary circumstances ; but there might 
possibly be extraordinary circumstances in which a 
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forcible and more rapid contraction of liabilities 
(than that which the simple action of the public 
upon the Bank would produce) would be requisite. 
Such was the rule ; what has been the practice ! 

" The securities in January, 1839 21,680,000 
" " October " 24,939,000 



" Increoie of securities . . 3,259,000 



" The security given against the foreign credit 
has no doubt been written off from this account, 
and therefore the amount of securities under a 
natural state of things, without reference to the 
foreign credit, would stand higher than they are 
represented in this account by 2,500,000^. 

" This increase^ it must be further observed, has 
taken place during a period, when, if such a con- 
tingency can ever occur, those ' extraordinary cir- 
cumstances^ were in course of occurrence, which 
would render necessary a forcible and moi*e rapid 
contraction of liabilities.^^ 

Searching through the circumstances in detail of 
these repeated faults, and never ending deviations 
from system, Mr. Loyd touches incidentally upon 
another of those contradictions in doctrine and 
practice which illustrate so curiously the history of 

3 
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the progress of opinions relating to the currency 
amongst our Bank directors of late years. 

"' The ohligation on the part of the Bank to 
uphold public and private credit when called upon, 
is a subject which requires very serious considera- 
tion. This extraneous support to credit will be 
most required in periods of conunercial pressure, 
and under those circumstances which are the neces- 
HSiry and direct results of a contraction of the cir- 
culation. The Bank seems thus called upon to act 
in a circle ; a decrease of bullion requires a decrease 
of issues ; decreased issues produce commercial 
pressure, in consequence of which public and pri- 
vate credit is shaken ; and then arises the obliga- 
tion of the Bank to interpose for its support. This 
interposition must necessarily assume the form of 
an increase of discounts, and hence a second class 
of securities, which, in a period of pressure, instead 
of being diminished must be increased.*" 



" The directors in 1819, considered the repay- 
ment of a large portion of the advances made by 
the Bank to the Government, as essentially neces- 
sary preparatory to the resumption of cash pay- 
ments. The reason for this demand, assigned by 
the directors, and acquiesced in by the Legislature, 
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was, that over the notes issued in the form of 
advances to the Government, they had not practi- 
cally the same control as they have over notes 
issued in commercial discount. ' An issue of bank 
paper upon Government security is beyond the 
control of the Bank ; an issue upon commercial 
bills is always within the power of the Bank/ (Mr, 
Dorrien^ the Gfavemar\ Evidence^ p. 32.) This view 
was sanctioned by Mr. Haldimand, a younger 
director than Mr. Dorrien, and who, in his evi- 
dence, maintained very different and more enlight- 
ened opinions upon the general question of the 
management of a paper circulation. He states, 
^ I have no hesitation in saying, that had the Bank 
the control over the whole of its issues, or in other 
words, were the whole, or nearly the whole of its 
paper issued upon commercial discounts, by dimi- 
nishing such issues, it might pay its notes in specie 
within the most limited period, and with the most 
perfect safety to itself.^ (p. 43. Q. 31.) 

^^ These opinions, emanating from the Bank 
directors, were adopted and sanctioned by the Par- 
liamentary Committees before which they were 
given. 

" Let us now contrast with them the evidence 
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given bv the directors of the same concern thirteen 
ve«rs afton^nrds. 

** Mr. Horsley Palmer^s evidence : — 

^^ *' Do you not hold that the discount of private 
pa{H>r is one of the ^X)r8t means which the Bank, 
as a llank of issue, can adopt for regulating its 
notes f — Yes, provided they are adequately sup- 
plioil with other marketable securities.^ (Q. 173.) 
Again : ^ It is not deemed to be desirable to 
attempt to regulate the amount of issues of the 
liank in London through commercial discounts; 
but there are occasions and circumstances when the 
functions of the Bank, as a Bank for conunercial 
discounts in the capital, have been and ever must 
bo of the first importance to the country .'' And at 
the cliv>i.* of the same answer it is stated that, ' to be 
comiK^lkHl to limit the quantity or description of bills 
to U^ tondonnl for discount, either of these measures 
would W equally detrimental to the commerce of 
the oouutr> / (See question and answer 477, p. 36.) 

'' Mr. ^^^*lnl is asked in what way he would 
shorten the amount of currency, in preparation for 
an expoetoil turn in the exchanges against the 
country. 

'* ' I have always endeavoured that the Bank 
should be possessed of a certain number of securi- 
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ties coming into it, so that a discretion should be 
exercised as to whether we should issue it again. 
The dead weight — ^the annuities — ^bring in a con- 
siderable excess annually, and I should withhold 
the reissuing of those moneys ; I should not make 
a forcible operation by disappointing any person of 
discount; (Q. 2088, p. 146.) 

** Mr. Norman : — 

^^ ' Are you of opinion, supposing a large quantity 
of commercial paper could be obtained for discount 
in London, it would be desirable for the Bank of 
England to regulate its issues upon commercial 
paper solely, or would it be preferable to regulate 
them by exchequer-bills ? — I certainly think that if 
the issues were to be regulated one way or the 
other, I should much prefer exchequer-bills. Under 
present circumstances I consider it quite impossible, 
without at times doing immense mercantile mis- 
chief, to regulate them by discounts. The usury 
laws alone are quite decisive on that point.^ (Q. 
2429, p. 1 70.) And subsequently, in the course of 
reply to another question, he observes, ' I consider 
th^ attempt to reduce discounts in general, by re- 
jecting the bills of any particular persons, as a plan 
likely to fail, and to be productive of great public 
inconvenience; and that it ought never to be 
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Bank, the evidence and reasoning upon which 
he rests it, and the corrective system he has so 
firmly enforced ; I shall, therefore, pass over for 
the present other portions of his last pamphlet 
most pertinent to the matter of this volume, but 
not bearing directly upon the point immediately 
before me. To those who desire evidence of his im- 
partiality, and are anxious to examine the grounds 
upon which the private joint-stock Banks have been 
charged with an injurious action upon the currency 
of late years, I particularly recommend his third 
chiq>ter, of which I have not room to give an out- 
line. 

Here then let us pause, and consider what all 
this tends to. For what has Mr. Loyd written 
so often and so well i For what have many others 
like him for years past laboured so strenuously and 
so consistently i Why has the management of the 
Bank of England been so repeatedly and so severely 
criticized and corrected I The answer is, to i^fil 
one purpose, to enforce one action, — ^to regulate 
tiie issues by the foreign eMhanges. 

There is a peculiar pertinency and importance in 
this particular question and the answer to it, at 
the present juncture. To Mr. Loyd, more than to 
any other individual, is the memorable fact to be 
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mainly, I very much doubt whether the Bank of 
England would have reduced its own rules so 
steadily to practice, and wormed the screw so 
tightly as it has done for the last two years, upon 
the manufacturing and conunercial interests of the 
country. 

But what have we gained ? The knowledge of a 
painful and most perplexing truth, — that great as 
was the mischief inflicted when the Bank violated its 
own rules, the mischief is nearly to the full as intense 
and extensive when, having violated them, it strives 
to return to rectitude. It is further clear, I appre- 
hend, and beyond the pale of dispute or discussion, 
that no security whatever exists at present against 
the recurrence of the heavy and desolating evils by 
which we have been so often borne and broken 
down ; because their origin is not ^always the result 
of positive fault and mismanagement on the part of 
the directors, but, at intervals, a natural conse- 
quence of vicious constitution in the establishment 
they preside over. The double interests and duties 
of the Bank — bb the proper institution for regulat- 
ing the currency, and conducting a profitable 
Banking business — are incompatible. The two 
things may often consist, but times will occur when 
they cannot be preserved together. So long as this 

• L 3 
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constitution lasts, contradiction, modifications, pal- 
liations, apologies, and explanations will be tried 
and tolerated ; because the country, like an invalid 
sufiering under some deep and dangerous disease, 
will rather endure fits of periodical illness and pain, 
than run the risk of a violent operation, which may 
end in destruction. 

StiU, however, the question returns: Is Mr. 
Loyd right— do the foreign exchanges really fur- 
nish the only proper test for regulating the issues 
of the Bank ! I believe they do, <i8 things are ; 
but I also beUeve that the operation of that rule is 
so slow and severe, that the remedy is nearly as 
bad as the disease. I am further inclined to con- 
tend, that we have of late years pushed our economy 
of the use of the precious metals too far ; that we 
have narix)wed the channel of their circulation too 
much ; that we have neglected silver and attached 
an undue value to gold ; and that the foreign 
exchanges, however positively they may govern the 
supply of the precious metals, are by no means 
faithful representatives of our whole manufacturing 
and commercial transactions, and are not therefore 
to be adopted with safety as the sole gauge and 
measure of our circulating medium. 

In taking this view, we break new ground ; and 
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that we may see as clearly as may be how we stand 
npon it, let OS ascertain what the foreign exchanges 
are. 

Foreign exchange consists in a merchant or other 
person " paying money in one country to receive it 
in another.**^ 

*^ The exchange is high when a man pays for bills 
of exchange above the par. It is low when he pays 
less than the par.^ 

" The par is a certain number of pieces of the 
coin of one country, containing in them an equal 
quantity of silver to that in another number of 
pieces of the coin of another country ; viz., suppo- 
sing thirty-six schillings of Holland to have just as 
much sUver in them as twenty English shillings, 
bills of exchange from England to Holland, at the 
rate of thirty-six schillings Dutch for each pound 
sterling, is according to the par. He that pays 
the money here and receives it there, neither gets 
nor loses by the exchange ; but receives just the 
same quantity of silver in the one place that he 
parts with in the other. But if he pays one pound 
sterling to receive but thirty schiUings in Holland, 
he pays one-sixth more than the par ; and so pays 
one-sixth more silver for the exchange, let the sum 
be what it will."' 

l4 
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Such is Lockers ezpodtion of the theory and 
ffTcct of the foreign ezchangeB. As the subject is 
both intricate and momentous, I may peihaps be 
allowed to add a word or two for the sake of further 

cxpLination. 

The exchanges represent the diflerenoe between 
the value of national moneys at the principal empo- 
riuuiH of commerce trading one with another. 
'l'h(7 show, consequently, between any two phu^es, 
tliat to which the balance of payments inclmes; 
iiKiHiiiuch as, whichever owes the most money, 
bein^ bound to remit to the other, the exchanges 
must necessarily turn in favour of such phice as the 
abode of the creditor or payee. If Hamburg owes 
London more money than London owes Hamburg, 
London will be the market at which money will be 
nio.si reciuired, and consequently it will be dearer 
tliiU'o 218 the seat of demand. One London merchant 
d(>alin^ with Hamburg has money due to him in 
tliat city ; another owes money there. He who 
has money due draws upon his correspondent and 
negotiates the bill upon the Royal Exchange. — 
The number and amount of such drafts mea- 
sure the extent and value of the commercial 
relations between the two cities, and fix the ex- 
change for or against Hamburg, according to the 
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drafts transmitted by the latter place on Lon- 
don. 

^^ I purchase,^ said the late Mr. Rothschild in 
1832, — he was the largest dealer in exchanges the 
commerce of England ever produced, — '^ I purchase 
regularly, week by week, from 80,000?. to 100,000?. 
worth of bills which are drawn for goods shipped 
from Liverpool, Manchester, Newcastle, and other 
places, and I send them to the Continent, to my 
houses. My houses purchase against them bills 
upon this country which are drawn for wine, wool, 
and other commodities. But if there be not a suf- 
ficient supply of bills abroad on this country, we 
are obliged to get gold from Paris, Hamburg, 
and elsewhere.^ In this way there was at the 
period referred to, according to Mr. Rothschild, 
a regular payment of gold to this country from 
the whole world; he found that the bills drawn 
abroad were not equal to those at home, and 
consequently maintained that the bills drawn upon 
the Royal Exchange must bring gold from all parts 
of the world. We are therefore justified in regard- 
ing gold as a body constantly floating upon the sur- 
face of the great tide of trade between the nations 
of the world. The people of each country drink a 
smaller portion of the current in proportion to the 

l5 
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to this doctrine, and, above all, to its prescribed 
connexion with the foreign exchanges, we are 
bound to consider, with impartiality and delibera- 
tion, the difficulties standing in the way of its adop- 
tion, and the inconveniences to which, when it is 
adopte^ we are sure to be reduced. 

In the first place, it is admitted upon all sides, 
that certain contingencies will divert and nullify the 
virtues ascribed to the rule. Of these the principal 
are, 1st, an imperative demand for gold abroad, as 
when Russia last invaded Turkey, and required 
specie to support her army ; a miUion in specie was 
then taken from the Bank; or as, when in 1836, 
the United States of America having determined to 
abolish the circulation of small notes, drew nearly 
three millions, which were recoined into her current 
money: 2dly, foreign loans, which are contracted 
for more or less frequently, according to the exi- 
gency of events, over which, whether we are at 
peace or war with the power that borrows, we have 
no control : 3dly, poUtical agitation, as that upon 
the reform question in 1832, when Lord Grey's 
resignation caused two millions of sovereigns to be 
taken from the Bank : 4thly, bad harvests, which 
compel us to pay cash for imported com, because 
the laws in force for the protection of agriculture 

L 6 
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yet 80 small when compared with the amount from 
which it has been taken, as to render extremely 
problematical the operation of any rule which shall 
take the course and effect of the business described, 
by the sum of that residue, as a representative of 
the total comi^erce of the country. Our colonial 
trade is not included in the foreign exchanges. 
India, Canada, the West Indies, and Australia, 
pay for what they take from us by bills and remit- 
tances which are never seen upon the latter mart. 
The colonial and Australian joint-stock Banks, 
mediums of monetary agency which date their ex- 
istence only a few years back, indicate the channels 
through which that rich stream of traffic flows, and 
inform us from time to time of the profit it yields. 
These institutions were unknown and undreamed of 
when Mr. Thornton first told the Bank directors 
that the foreign exchanges were the true guides by 
which they were bound to regulate their issues. 
No Prussian league for the promotion of conti- 
nental, and the exclusion of British manufactures, 
had as yet been called into life ; we had then the 
carrying trade of the world, and business at almost 
every port ; we have now nothing but complaints 
amongst our merchants, of which the mournful and 
unvarying burden is, that the Continent is gradu- 
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ally shutting her markets against our goods, and 
that our transactions are daily diminishing with 
them in value. And yet this is the partial con- 
dition of things by which we are seeking to regu- 
late our currency — taking results produced by one 
division of an extended and brqitdly separated 
whole, as the measure and guide of a rule of action 
which shall govern every relation and dependency 
of that whole. And governed unquestionably the 
whole is by it, but severely and unfairly, because 
the data or criteria furnished for the formation of 
the rule proceed not from the whole, but only a 
part of it*. 

* Politicians tell us, that two and two do not always make four 
in matters of finance. Something of the same sort of discrepancy 
is ohservable between certain doctrines propounded in Banking, 
and the effects produced when they come to be enforced. The 
foreign exchanges is one case in point ; another is the control 
which it is said the IJauk of England always possesses over the 
currency. Mr. Jones Loyd, following Mr. Norman, affords some 
striking illufttrations of this doctrine. It appears that the Bank 
of England circulation was, 

In September, 1836, 17,320,000 
In June, 1836 . . 17,184,000 

Decrease 136,000 

The country Bank circulation was, 

In September, 1835, 10,420,000 
In June, 1836 . . 12,202,000 

Increase 1,782,000 

Mr. Loyd gives no less than seven more tabular statements, all 
1 a similar action, and then observes, ** These facts are 



COKFLICTING FUNCTIONS. 231 

The second objection is, that even supposing the 
rule unexceptionably right in principle, a quality of 
which, under the present relations of the case, I 
deny it the possession, the Bank has not the 
power to observe it in practice. The tmth of this 
assertion is not to be denied. The Bank may and 
often does seek to contract its circulation by selUng 
stock or exchequer bills, and receiving her own 
notes for them ; but whenever she does this, and 
suddenly tightens the money-market, she is power- 
less with regard to her own depositors, who rush 
in, and claiming their balances, disperse them at a 
profit over the money market, and thus defeat the 
intended action of the directors. 

^*' How is it possible,'*^ asks Mr. Jones Loyd, and 
the question is too cogent to be resisted ; " How 
is it possible that the proper relation between the 
paper issues and the bullion can be steadily main- 
tained whilst the Bank is liable to be compelled to 
issue upon her deposit accounts, upon the discount 
of commercial bills, and for the supply of the public 
wants of Government ? The consequence of uniting 

irreconcileable with the doctrine which maintains that the Bank 
of England has uncontrolled dominion over the circulation of the 
country ; and unless it can be disproved, it is unreasonable to 
attribute the derangement of the currency wholly to her." (Re- 
marksy &c. pp. ^l — 76.) 
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these, which are strictly Banking considerations, 
with a power of regulating the amount of the cur- 
rency, which is a duty of a very different character, 
must be embarrassment to the party in whom these 
conflicting functions are united, and ultimately an 
abuse of the power which is entrusted to her. The 
public, looking to her as a great Banking company, 
and estimating the duties incumbent upon her by 
reference to her character in that respect, hold her 
responsible for relieving commercial distress, and 
upholding public credit. She finds that it is ex- 
tremely difiicult as well as unpopular to refuse the 
demands that are made upon her ; and, therefore, 
easily convinces herself that it is impossible. She 
yields to the force of these demands, and, not dis- 
tinguishing between an advance of capital to mer- 
chants, and an additional supply of currency to the 
general mass of circulating medium, she applies to 
the satisfaction of them, not her Banking resources 
only, but also her power over the currency .'*' 

Such, then, and so numerous, being the obstacles, 
some independent of the Bank, and some, as I have 
just shown, growing out of her very nature and con- 
stitution, which have hitherto prevented, and always 
will to a certain extent prevent, a uniform enforce- 
ment of the rule for regulating the currency by the 

3 
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foreign exchanges, I have now to offer, as the last 
illustration of the subject, a brief allusion to the 
state of the country, as regards mercantile and 
money matters, during the year 1841, being the 
second of those to which its stringent action has 
been applied. 

A contracted currency affords the most conclu- 
sive proof that can be given of national distress : 
the smaller the amount of money in circulation, the 
less of it there \a in the pockets of the people. The 
time ia not too remote to be well remembered, 
when the issues of the Bank of England, distinct 
from those of the English country Banks, exceeded 
thirty millions. That my readers may judge accu- 
rately' of the extent of our present poverty, I insert 
the total amounts of the circulation of all the Banks 
of issue in England, Wales, Scotland, and Ireland, 
published in the Gazette, pursuant to the Act 4 
and 5 Vict. c. 50. 

July 24, 1841. totals. 

England :— Bank of England .... 17^976,000 

Private Banks 5,907,682 

Joint-stock ditto 3,418,810 

Scotland : — Chartered, private, and joint- 
stock ditto 3,181,594 

Ireland : — Bank of Ireland 3,055,025 

Private and joint-stock Banks 1,905,672 

36,444,783 
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AuQDn 21, IMl. nrTALS. 

Englud :— Bmnk of Englsod .... 17,938,000 

Private Banks 6,844,300 

Joint-Btoek ditto 3,216,203 

Scotland : — Chartered, private, and joint* 

etw-k .liii.^ ..... 3,074,393 

Ireland:— Bniikoflr.'laiiii ,...'. 2,960,876 

Private and joint-stock Banks 1,868,381 

34,681,182 

SEPtEHBUlS, 1841. 

England-^-Bank of England .... 17,080,000 

Private Banks 6,768,136 

Joint-stock ditto 3,311,941 

Scotland :— Chartered, private, and joint- 
stock ditto 3,092^9 

Ireland : — Bank of Ireland 2,877,926 

Private and jomt«tock Banks 1,929,908 

34,049,467 

October 16, 1841. 
England :— Dank of England .... 17,340,000 

Private Banks 6,253,964 

Joint-stock ditto 3,519,384 

Scotland: — Chartered, jirivale, and joint- 

^t-n-k liillij 3,203,703 

Ireland:— ItiuikoflifliinJ 3,060,750 

Private and joint-stock Bulks 2,189,398 

35,663,199 

Navi!HBER 13,1841. 
England :~Bank of England .... 17,066,000 

Private Banks 6,288,733 

Joint-stock ditto 3,421,136 

Scotland : — Chartered, private, and joint- 
stock ditto 3,383,036 

Ireland :— Bank of Ireland 3,333,376 

Private and juint-stock Banks 2,611,314 

36,102,583 
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DSCEMBU tl, IS4I. TOTAU. 

£.. £. 

Englmnd :— Bank of England .... 18,202,000 

Privato Banks 5,718,311 

Joint-ltock ditto 3,217,812 

Scotland : — Chartered, prirate, and jtunt- 

Btock ditw 3,448,660 

Inland:— Bank of Ireland 3,303.279 

Private and joint-atock BanU 2,681,713 

34,661,071 

IkStstxt 8, 1642. 

England :— Bank of England .... 16,393,000 

PriTale Banka 6,478,189 

Jouit«tock ditto 3>12,I97 

Scotland : — Chartcrod, prirato, and joint- 

■tock ditto 3,070,07s 

Ireland :— Bank of Ireland 3,206,876 

Friiate and joint-Btock Banka 2,616,677 

33,606,013 

FmEHAnr 6, 1842. 

England ;— Bank of England . . . .17,402,000 

FriTate Banka 6,632,634 

Joint-stock ditto 3,068,901 

Scotland :— Chartered, priTSte, and joint- 
stock ditto 2,922,882 

Ireland:— Bank of Ireland 3,279,076 

Private and joint^tock Banka 2,534,030 

34,739,421 

Mabcr 6, 1842. 

England :— Bank oF England .... 16,804,000 

PriTato Banks e,iB9,166 

Joint-stock ditto 2,990,1186 

Scotland : — Chartered, private, and joint- 
stock ditto 2,811,100 

In^land:— Bank of Ireland 3,188,760 

Privato and joint-stock Banks 2,407,625 

33,691,926 
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No peroration can be more appropriate upon a 
theme like this, than the emphatic description 
given by Mr. Jones Loyd himself of the condition 
to which the country must come when the rule is 
put in force. These are his words in 1840 : 
^^ Against the actual exhaustion of its treasure by 
a drain through the foreign exchanges, the Bank 
almost under any circumstances has the power of 
protecting herself; but to do this she must pro- 
duce upon the money-market a pressure ruinous 
from its suddenness and severity ; she must save 
herself by the destruction of all around her.**' Pre- 
cisely what is now being done : the Bank is saving 
herself and ruining all around her. 

From the testimony of one eminent Banker I 
proceed to that of another. At the half-yearly 
meeting of the London and Birmingham Railway 
Company, held the 11th of last February, Mr. 
G. Carr Glyn, the chairman, began his speech 
to the proprietors with this emphatic sentence: 
— " Allow me to congratulate you on a consider- 
able increase in the amount of your receipts, in 
despite of what — speaking as I am in the presence 
of mercantile men — I will not hesitate to describe 
as one of the most disastrous years which has been 
known in our commercial experience." 

There could not, I am sure, be a better authority 
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upon such a subject than the most active partner of 
the firm of Messrs. Glyn & Go. I shall have occa* 
sion in the following chapter to particularize the 
losses which the Banking interest suffered itself, 
and inflicted upon the community, during this severe 
period. Let me here beg attention to a detail or 
two as to the injurious effects produced upon other 
descriptions of property. And first, as I have 
adverted to a railway, I will state the extent of the 
depreciation in railway property. 

I find, by the Bailway Magazine^ that many new 
lines, or new portions of hues, have been opened 
m 1841 ; but that, ^^ notwithstanding the greater 
length of opening, the vast extension of traffic, the 
greater number and proportion of dividends, such 
has been the state of the money market, that the 
shares, even of the best and most stable companies, 
taking the prices of the 18th of December in each 
year, have generally receded. The number of those 
which have increased in price has been twelve ; 
remained at the same price, ten; decreased, 
twenty-eight. The sacrifice in the value of railway 
shares stands thus : — 

*' Increase on £7,500,000 . . £730,000 
"Decrease on 23,000,000 . . . 2,400,000 
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Net decrease £1,670,000 
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" The net decrease in the value of railway shares 
this year (1841), on account of the depi*essed state 
of the money market, is above a million and a half 
sterling, although the traffic of the railways has 
increased by that amount during the present year. 
The bulk of railway shares have decreased ten per 
cent.*" 

I take from the Times newspaper a case in the 
cotton trade. 

" A gentleman at Liverpool was left by his father, 
four years sinpe, the handsome fortune of 100,000/. 
He employs it, as his parent had done, in the 
wholesale cotton trade. He is naturally a large 
dealer, and holds a large stock. The late contrac- 
tion in the currency works a rapid fall in cotton. 
He holds forty thousand bags ; and before he can 
sell, a reduction of three pounds per bag takes 
place ! He is stripped at once of his whole pro- 
perty, almost without a fault on his part. This is 
only one instance out of many. The depressions 
of 1819 and 1826, each arising from the same 
cause — a rapid contraction of the currency — pro- 
duced thousands of such instances of cruel and 
lamentable spoliation."" 

There would be no end to the catalogue were I 
to proceed and enumerate other sufferings of this 
" ' 'd, upon which I can lay my hand in abundance. 
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But I am bound to refrain. Some painful examples 
I shall still have to add as I proceed with my sketch 
of the progress of Banking, particularly amongst the 
private and joint-stock establishments ; to which, 
inviting the patience of my readers, I shall now 
address myself without further digression or delay. 
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CHAPTER VII. 

Rficont progrcsB of joint-stock and prirate Banks — ^The former 
cucouragod by Government in consequenee of numerous fiul- 
urcs amongst the latter — ^Hie GoTemment measure, 7 Geo, lY. 
c. 4G — DiBsatisfaction of the Bank of England, and reclama- 
tions of the countr}' Bankers — Bank of England establishes 
branches — Number, capital, circulation, and dividends of joint- 
stock Banks in 1936 — Subsequent failures and mismanagement 
— Emlailes, Foster, & Co., the Manchester and Liverpool dis- 
trict Bank — Comparative results of the two systems— Panic 
aiul numerous failures in 1840 and 1841 — The Walsall, St 
Marylebone, Commercial, and Imperial Jointnstock Banks — 
Hammor8lc}''8, Wright's, Wakefield's, Kirkpatrick's — Snm- 
marj- of losses — Suggested improvements — Bank "of Man- 
clu'ster — The London joint-stock Banks — Greneral considera- 
tions — Latest official returns. 

The progress of Banking brings me to a new epoch. 
I have now to sketch the introduction of joint-stock 
Itanks in 1S2(.>, in consequence of numerous failures 
amongst the private Bankers, and a settled belief 
in the pubHc mind that there could be little or no 
security for the due presentation of trade and pro- 
perty in future, unless some better machinery was 
devised for regulating and sustaining the secondary 
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branches and tributary channels of the currency, 
than that which had been found to produce general 
derangement and the deepest sufferings. In the cor- 
rectness of this opinion the Government fully agreed. 
Accordingly, proper steps were taken in the Cabinet 
and in Parliament to legalize the associated Banking 
bodies it was proposed to establish, for the purpose 
of extending that aid and support to the circulating 
medium at the various locks and feeders, from which 
the national industry draws its necessary supply of 
the artificial stream. These it was considered no 
longer prudent or safe to leave exclusively to the 
care and judgment of individuals, who had in so 
many instances proved too weak and inefficient to 
discharge the responsible functions imposed by a 
charge so onerous and important. 

The events by which this change was brought 
about, were of a description every way calculated 
to produce a strong impression. When Napoleon 
was driven into exile, and peace after many years 
of expensive warfare was restored to Europe, the 
Petitions and degraded nature of our English mone- 
tary system was put directly and undisguisedly to 
the test. Its defects subjected every class in the 
community, without exception, to the most serious 
inconvenience and considerable losses. Our com- 
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mercial intercourse was no sooner renewed with 
the continent, than we found that the one-pound 
note, which we had been for some time vainly 
flattering ourselves upon the strength of a resolu- 
tion, passed by a divided House of Commons, was 
worth twenty shillings, would pass current with 
other nations for no more than fifteen shillings. 
A general process of equalization therefore set in, 
and proceeded by stem degrees to correct and 
adjust the relations of our monetary and commer- 
cial affitirs upon more exact principles. The Bank 
of England made a bold effort to stem the torrent 
that was to sweep away a large portion of the 
support and substance of the people as a thing of 
no reality, by keeping up its circulation for some 
time as profuse as ever ; — ^but the necessity of 
the case was imperative — our currency had been 
brought into competition with those of foreign 
countries, and we could no longer avoid paying 
the price of the depreciation, which became ap- 
parent upon a fair comparison between its nomina 
and intrinsic value. Wheat, which in 1813 was 
6^. a quarter, fell in 1814 to 4?. 5s. a quarter; 
other commodities suffered a corresponding depres- 
sion of prices, and between the years 1814 and 1816, 
no fewer than 246 Banks were swept, like so many 
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straws, from the face of the country '. As that 
consummation approached the period of its fulfil- 
ment, for which the more intellectual and inde- 
pendent portion of the conununity had been labour- 
ing with zeal and talent for several years, the 
number of private Bankers continued to decrease, 
and many Bankruptcies amongst their proprietors, 
particularly in 1819, in 1821, and during the panic 
of 1825-6, when no less than eighty commissions 
issued against them ; still further disclosed the 
fragile and imperfect sources those persons relied 
on who entrusted their property to such safe 
keeping. 

. Thus the joint-stock Banks did not rise until 
the losses inflicted by private Bankers had repeat- 
edly shaken . the confidence of the public and the 
government in their solvency. This circumstance 
should not be overlooked by those who may feel 
disposed to indulge in speculations, as to the pro- 
bability of the joint-stock system becoming univer- 
sal, and putting its rivals altogether out of the 
field. 



^, Nine hundred and forty licences were issued to country 
Bankers in 1814 ; and at the end of 1816, the stamp office was 
called upon to supply only 752 licenses. In 1825 the number 
was still further reduced to 552. 
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The measures proposed by Lord LiverpooFs 
government in 1826, were at first much resisted, 
but ultimately acceded to, and carried into full 
effect. The plan went, 1st, to abolish gradually 
all country Bank notes under 5L; 2ndly, to get 
the Bank of England to set up branch Banks of 
its own in the principal provincial towns ; and, 
Srdly, to part with so much of the monopoly 
created by its charter, as prevented the establish- 
ment of Banks with more partners than six, beyond 
a certain distance from the metropolis. 

I need not describe how little these changes 
were relished when first mooted ; nor detail how 
slowly and reluctantly the law by which they Were 
soon made permanent, was adopted in various 
quartei*s. We have now to concern ourselves with 
the result alone, which gave us during the same 
year the act 7 Geo. IV. c. 46, entitled, " an act 
for the better regulating co-partnerships of certain 
Bankers in England."*" By the provisions of this 
measure, a Bank established at a greater distance 
than sixty-five miles from London, may have any 
number of partners ; and all such partners are 
made liable for the whole of the debts of the 
company. All Banks thus founded may sue and 
be sued in the name of one of their public officers ; 
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and whenever judgment is obtained against such 
officer, execution may be issued against any mem- 
ber of the 0(^)artner8hip ; every one of whom, 
before the Bank issues notes, must be registered 
at the stamp office, in a form prescribed by the 
Act. A public knowledge is thus insured of the 
names and residences of the shareholders; the 
places at which the Bank and its branches are 
established, and the proper officers to be sued. 

Such are the principal conditions of the joint* 
stock Banking law, which has now been sixteen 
years in force without undergoing material change. 
As I proceed I shall have to enter upon an exami* 
nation of the operations carried on under its 
authority, and to consider in detail the faults and 
merits ascribed to the wide spread system it has 
given rise to. That being the case, I shall do 
no more here than express upon a general view 
of the subject, the opinion I have long deliberately 
entertained ; which is, that so long as these Banks 
are made to rest upon the broad and plain founda- 
tion originally prepared for their superstructure, 
the public cannot but enjoy greater security in 
them, than in any other monetary establishments 
hitherto devised or undertaken for its accommo- 
dation. 
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It is not a little singular that the Bank of 
England manifested extreme discontent when called 
upon to spread branches of its own throughout 
the country. The directors yielded to the im- 
portunity of Lord Liyerpoors goyemment, in this 
respect, not without strong and repeated remon-^ 
strances against what they did not hesitate to 
pronounce the impolicy and disadvantages of the 
innovation. They now, however, appear to be 
much attached to their branch Banks. Altogether 
ministers were not very fortunate in gaining friends 
for their measure. They had no sooner appeased 
the anger of one complaining body, than they were 
assailed by fresh reclamations and remonstrances 
from others. As the Bank of England availed 
itself by degrees of the encouragement given to 
extend itself over the provinces, the countiy 
Bankers, as was but natural, took alarm at this 
invasion of their respective circles, and cried out 
with a loud voice against the formidable competi- 
tion ^ set up against them. They met, took counsel 

* The part in which the shoe pinched most severely was this. 
The rate of discount with country Bankers used to be five per 
cent., and a commission of five or six shillings. The Bank of 
England, a better security, did the same business at four per cent, 
without a commission. Down to these terms, accordingly, the 
private Bankers were obliged to come, or look on idly while the 
people went to the cheaper market. 
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together, and remonstrated with the Government 
and the Pariiament. I take by way of statement 
of their case, the resolutions passed by them in 
December 1827, and submitted to t^e Premier, 
Lord Goderich, (now flarl Bipon) and Mr. Herries, 
then chancellor of the exchequer, on their behalf 
by Sir John, now Lord Wrottesley, their chairman. 
Resolved, 

" That the late measures of the Bank of England 
in the establishment of branch Banks, have the 
evident tendency to subvert the general Banking 
system, that has long existed throughout the 
country, and which has grown up with and been 
adapted to the wants and conveniences of the 
public. 

^^ That it can be distinctly proved that the pros- 
perity of trade, the support of agriculture, the 
increase of general improvement, and the produc- 
tiveness of the national revenue; are intimately 
connected with the existing system of Banking. 

^' That the country Bankers would not complain 
of rival establishments, founded upon equal terms ; 
but they do complain of being required to compete 
with a great company, possessing a monopoly and 
exclusive privileges. 

*' That if this great corporation, conducted by 
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directors who are not personally responsiUe, suc- 
ceed by means of these exchlsiye advantages in 
their apparent object of supplanting the existing 
Banking establishments, they will thereby be ren- 

« 

dered masters of the circulation of the country; 
which they wiU be enabled to contract or expand 
according to their own will ; and thus be armed 
with a tremendous power and influence, dangerous 
to the stability of property, and the independence 
of the country.'*' 

The private Bankers continued to agitate and 
remonstrate, but efiected no essential change in 
their position, by these proceedings. In point of 
fact their day had passed. The Bank of England 
gradually increased the number of its branches, 
and the only relief obtained by its opponents was 
the act 9 Geo. IV. c. 23, which enabled them 
to compound for their stamp duties, upon the terms 
enjoyed by the Bank of England ; and to include 
in their composition bills drawn on London at 
twenty-one days date *. 

' The case made out in this particular was a strong one. It 
was shown that the stamp duty on a bill drawn at twenty-one 
days on London, was to the private Banker 3s. 6d. and to the 
Bank of England only ^d, ; and that a circulation throughout the 
year of 10,000^. in bills of exchange of 20^. each, subjected the 
Bank of England to a payment in lieu of stamp duty of only 35^. 
and the country Banker to a payment of 650^. 
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Meantime the progresa of joint-Btock Banking, 
without being surprisingly rapid, was extensive 
and considerable. It appears from an analysis, 
made by Mr. Gilbart, managing director of the 
London and Westminster Bank, of the list of 
joint-stock Banks, returned to the Commons^ com- 
mittee of 1836, that their number had increased 
up to that period at the following rate. 

Yean. Joint-8toek Banks registered. 

1826 3 

1827 4 

1828 

1829 7 

1830 1 

1831 8 

1832 7 

1833 10 

1834 10 

1835 9 

1836 30 



89 



Tl^e total number of partners in these eighty- 
nine companies was 24,938, distributed thus : — 
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Tlic same Committee ascertained that the paid- 
uj) capital of these companies was then 6,295,678/. ; 
the agjrregate amount of their circolation for the 
quarter ending June, 1836, 3,/)88,064/. ; and their 
average dividends, 7L 18«. Mr. Gilbart has since 
computed the paid-up capital of the joint-stock 
Hanks in 183G as high as ten millions ster- 
ling \ Parliamentary returns had already shown 
that, in the quarter ending January, 1833, there 
were only forty such establishments in existence, 
and tliat their circulation in that year was only 
1,315,30U. At this period, therefore, the general 
Ktati.stics of the subject were sufficiently ample and 
authoritative. 

So marked an extension of the new system was 
sure to challenge remarks and censure. I am far 



* Commons' Report, 1841, question 1368. 
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from regarding the efforts made at the time to 
direct the public eye to the circumstance, as un- 
wise or improper. Some joint-stock Banks soon 
justified the pains that were then taken to prejudice 
the community against the general body. I feel, how- 
ever, that although the large addition made to the 
number of joint-stock Banks in 1836 (thirty to fifty- 
eight), and the great increase in the total circulation 
of the whole body (amounting, in the short space of 
two years and a half, to 2,272,763^., which was at the 
rate of nearly cent, per cent, per annum), deserved 
serious attention ; yet that there were facts to 
account, in some measure, for the rise, or, rather, 
to show that it was not really so great as it appeared 
to-be, which were not immediately taken notice of. 
The truth is, that many of these establishments, 
though new as joint-stock companies, were not 
new as Banks ; several of them had been founded 
upon private Banks, which took advantage of the 
times, and preferred to engraft themselves upon 
the new system rather than enter into competition 
with it. If I may hazard a guess from memory, I 
should say that, of the eighty-nine joint-stock 
Banks in 1836, from twenty to thirty were newly- 
modified private Banks. 
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Maine a3 ^k de^ctiaK. however, it is not to 
be AsDusii lbs tike ^ccftd cf JQiDt-«tod: Bbnks in 
lS$*^. a^ ^ Ebenl dkUen^ some ct them dis- 
nftced w thor shttrehoUas, — dhiieak «b high 
or £fieiai per ceiiL, — d Buried matter for 
x^^keirtkia to th» wee and wmry, and most 
kav^ so^lgessed no iK-grooDded fears, that a state 
of thixK^s vhkh httl shot up into such quick matn- 
rirr vifts pnMOcioi^ and neither perfectly aoondat 
hearts nor desdned to a V*nglhpnpd caiett' c^ health 



Their mettle vas soon tried. I reedlect the 
ationg ^a^ jiog of ^^ <^ citT quidnunc in the antomn 
of lSo6, — ^* Nothing now can sare the Bank of 
Engtaod. but lots of failures and a whopping fall of 
prices" Both came quickly and sharply, and the 
principal failures began amongst the Banks. The 
fir>t who broke in 1S36 was Evans of Manchester, 
a discount and deposit Banker, whose business for 
such a place was not extensive. The Agricultural 
and Commercial Bank of Ireland stopped next, 
with forty >six branches, and admitted liabilities 
exceeding a million sterling. This happened in 
October ; and in December the Northern and 
Central Bank of Manchester followed, with forty 
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branches, and an extent of liabilities not positively 
disclosed at the time, but certainly above a million 
and a half. 

In January, 1837, two private Banks closed at 
Carlisle, one of which, that of Foster and Co., owed 
four hundred thousand pounds. Esdaile's in London 
stopped in the same month, for a very large amount. 
They were immediately followed by W. Medley and 
Sons, at Aylesbury. In the middle of the year the 
Leamington joint-stock Bank, one of three in that 
small place, failed ; and about the same time the 
Norfolk Banking Company, and the Bank of Bir- 
mingham, merged into other co-partnerships. The 
debts of the first of those last-named were about 
170,000^., and the losses of the two others amounted 
to about 100,0002. each. All three afterwards paid 
their liabilities in fuU. 

The year 1838 passed without any Bank failures; 
but towards the end of the year the joint-stock 
Banks lost character in another way. It had been 
surmised for some time, that several of these com- 
panies had acted indiscreetly, giving accommodation 
in various quarters upon bills which did not repre* 
sent bon^ fide transactions, and making advances 
of money upon stock and buildings, — a description 
of security which a Banker can seldom touch with 
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[ uSettj. The Bank of Manchester was nnderstood 
' to hare been severely hit in this way as early as 1836 ; 
and the North of England Banking Company was 
known to have got into serious difficulties by similar 
itn[)rud<:nce, about the same time. But the strongest 
instance of that kind of excess was disclosed by the 
Manchester and Liverpool District Bank, late in 
1838. Tliis had been one of the most flourishing 
of the joint-stock companies; fifteen pounds had 
been called upon its shares, making above a million 
of ready money, — the largest paid-up capital of any 
joint-stock Bank in the country except the Bank of 
England. Amongst its shareholders were many of 
the most stable and opulent merchants and manu- 
facturers of its locality. Its deposit-fund exceeded 
two millions sterling ; it issued no notes but those 
of the Biink of England, for which it paid by agree- 
ment an interest of three per cent, per annum. At 
one period its shares bore a premium of 22l. 10a. ; 
towards the end of 1838 they were at par. This 
depreciation was entirely the result of bad Banking. 
It seems an odd remark to make, and yet it is a 
perfectly correct one, that the directors had too 
much money : they found it difficult to put out 
their three millions in the ordinaiy channels of in- 
vestment, at a rate of profit which would enable 
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')alize the handsome dividends their pro- 
> looked for, and were thus tempted to 

^sgress the bomids of legitimate Banking. They 
advanced one customer * 250,000/. upon a security 
which they no sooner attempted to take, than the 
debtor turned round and pleaded his co-partnership 
as a bar to its recovery. To another manufacturer 
they lent 120,000/. ; to a third, 50,000/. ; and to 
others different smaller sums, which locked them 
up, damaged the reputation of the managers as 
good men of business, and entailed considerable 
losses. 

The interval I have just passed over, together 
with the amount of the failures, and the extent of 
mismanagement occurring during it, has been re- 
peatedly dwelt upon by those who are unfavourable 
to the joint-stock system of Banking. It took, no 
doubt, from the new establishments, and very de- 
servedly, many an attraction, and much of the popu- 
larity previously borne by them ; but putting all the 
frets together, and founding our judgment of them 

* At the general meeting in January, 1839, the directors were 
obliged to propose to write off, as a positive loss, the sum of 
375,0002., in consequence of the insolvency of two firms — Messrs. 
Taylor, Sony and Gibson, woollen manufacturers, and Messrs. 
Brown and Powell, calico printers. 
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safety. The Bank of Manchester was understood 
to have been severely hit in this way as eariy as 1836 ; 
and the North of England Banking Company was 
known to have got into serious difficulties by similar 
imprudence, about the same time. But the strongest 
instance of that kind of excess was disclosed by the 
Manchester and Liyerpool District Bank, late in 
1838. This had been one of the most flourishing 
of the joint-stock companies; fifteen pounds had 
beoi called upon its shares, making above a million 
of ready money, — ^the largest paid-up capital of any 
joint-stock Bank in the country except the Bank of 
England. Amongst its shareholders were many of 
the most stable and opulent merchants and manu- 
facturers of its locality. Its deposit-fund exceeded 
two millions sterling ; it issued no notes but those 
of the Bank of England, for which it paid by agree- 
ment an interest of three per cent, per annum. At 
one period its shares bore a premium of 221. lOs. ; 
towards the end of 1838 they were at par. This 
depreciation was entirely the result of bad Banking. 
It seems an odd remark to make, and yet it is a 
perfectly correct one, that the directors had too 
much money : they found it difficult to put out 
their three millions in the ordinary channels of in- 
vestment, at a rate of profit which would enable 
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them to realize the handsome dividends their pro- 
prietors looked for, and were thus tempted to 
transgress the bounds of legitimate Banking. They 
advanced one customer ' 250,000/. upon a security 
which they no sooner attempted to take, than the 
debtor turned round and pleaded his co-partnership 
as a bar to its recovery. To another manufacturer 
they lent 120,000?. ; to a third, 50,000/. ; and to 
others different smaller sums, which locked them 
up, damaged the reputation of the managers as 
good men of business, and entailed considerable 
losses. 

The interval I have just passed over, together 
with the amount of the failures, and the extent of 
mismanagement occurring during it, has been re- 
peatedly dwelt upon by those who are unfavourable 
to the joint-stock system of Banking. It took, no 
doubt, from the new establishments, and very de- 
servedly, many an attraction, and much of the popu- 
larity previously borne by them ; but putting all the 
facts together, and founding our judgment of them 

* At the general meeting in January, 1839, the directors were 
obliged to propose to write off, as a positive loss, the sum of 
375,000^., in consequence of the insolyency of two firms — Messrs. 
Taylor, Son,< and Gibson, woollen manufacturers, and Messrs. 
Brown and Powell, calico printers. 



256 CASS OK BOTH SIDES. 

upon the result, it is, I think, deaily demonstrable 
that, upon the whole, the country had gained an 
improved condition of Banking. 

The case on both sides stands thus : there were 
certain fiulures upon the part of private Banks and 
joint-stock Banks, and a certain description of 
losses upon the part of the latter; these losses, how* 
ever, fell not upon the public, but, in each instance, 
upon the respective proprietors. So &r the com- 
munity su&red nothing. Then, as to the Seulures, 
they proved at this particular juncture more nume- 
rous amongst the joint-stock than amongst tiie 
private Banks ; but of those already mentioned, the 
Leamington Bank, the Norfolk Banking Oompany, 
the Bank of Birmingham, the Agricultural and Com- 
mercial Bank, and the Northern and Central Bank, 
one and all paid their notes and creditors in full, 
within a short interval. When the Northern and 
Central Bank obtained 1,300,000^. from the Bank 
of England, not one person out of ten in the money- 
market believed the advance would be repaid, and 
yet the whole was repaid in a year after. Before 
that was done the Agricultural Bank had met its 
note issues, discharged other heavy incumbrances, 
and had started afresh. I have already stated that 
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the other suspended joint-stock Banks honoured all 
their engagements : these were novel circumstances 
in the history of Bank failures. 

The afihirs of the private Banks were not adjusted 
with equal dispatch or satisfaction. At the time 
of Esdaile'^s stoppage, 150,000^. was raised by the 
City Bankers, and placed with the Bank of Eng- 
land, as a security for some advances made by the 
directors to relieve that firm in its difficulties. 
That money lies in the Bank to this day. Of the 
dividends declared by the other bankrupts, the best 
was that realized on the Messrs. Fosters' estate, 
which has paid, I believe, something more than 
twelve shillings in the pound. 

The years 1837, 1838, and 1839 were barren of 
incidents connected with the subject before us. To 
seven new joint-stock Banks formed in 1837, only 
one was added in 1838. The most interesting fact, 
however, connected with the progress of these in- 
stitutions, is the number of private Banks that had 
by this time merged into joint-stock establishments. 
They were computed to have been not fewer than 
130 in 1839, during which year the old and re- 
spectable house of Sir M. W. Ridley, Biggs, and 
Co., of Newcastle, also resolved itself into a joint- 
stock company. Others have since followed their 
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example, but it is unnecessary to particularize 
them. 

Another dark and heavy period was now ap- 
proaching, throughout which there was no such 
dearth of incident as that I have just adverted 
to. In turning to give a sh'ght and imperfect 
account of it, I feel one consolation, — ^it is my 
dosing office of this nature, and covers the last 
scene of pressure and calamity I shaU have to 
describe. Late in 1840 began the storm which, 
continuing to rage all through 1841, and not even 
as yet quite blown over, has swept away during its 
protracted and ruinous course, an unusual number 
of Banking establishments. A history of these 
misfortunes in their various details is here out of 
the question ; to trace the separate cases to their 
source, and detail at length the consequences they 
involved, would fill a volume, and then, in all pro- 
bability, leave the subject unexhausted. I can do 
no more than give a list of the names and places as 
they have occurred, to which I shall add a few 
words upon some cases which seem to challenge 
observation more than the rest. 

Arvmdel — Hopkins, Drewett, and Co. 

Atherstone — Weaver, Walsh, and Co. 

Bath — Hobhouse and Co. 
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Berwick'On- Tweed — Batson, Wilson, and Co. 

Brighton — Wigney and Co. 

Cambridge — T. D, Barker. 

Canterbury — Halford and Co. 

Chichester — Ridge and Co. 

Guildford — Lee and Co. 

— Sparkes and Son. 
Holywell — Douglas, Small, and Co. 
London^ — Hammersleys and Co. 

— Johnson and Co. 

— Marylebone Bank. 

— Wakefield and Son. 

— E. Weedon. 

— Whitmore, Wells, and Co, 

— Wright and Co. 

— Young and Sons. 
Manchester — Daintree, Ryle, and Co. 

— Barker and Malcomson. 

— Commercial Bank of England. 

— Imperial Bank of England. 
NevDcoMle — Emlyn W. Marsden. 
Newton — Wise and Co. 



* The number of London Bankers has been further diminished 
by the retirement of Messrs. Ladbroke, Kingscote, and Co. from 
business, and the incorporation of Messrs. Dorriens, Magens, and 
Co. with the Messrs. Currie. 
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Portsmouth — Busbey and Co, 

Penrith — R. Drewry, 

Penryn — Atkinson, Craig, and Co. 

Petersfidd — Hector, Lacy, and Co# 

Ramsgate — Austen and Sons. 

Ryde — Kirkpatrick and Co. 

Shrewsbury — Price and Co. 

Teignmouth — Langmead and Co. 

Walsall — Barber and Co. 

— Walsall Joint- stock Bank. 

York — Campion and Co. 
This, it must be confessed is a formidable list ; 
I look upon it with pain, and advert to it with 
reluctance. There is, no doubt, much about it to 
excite feelings of honourable commiseration, be- 
cause, unquestionably, there lies under it much 
innocent misfortune and unmerited suffering ; but 
there are main outlines so strongly marked ; some 
of the circumstances disclosed are, in many instances, 
so startling ; the general case often appears to be so 
fully made out, while the minor details are unsus- 
ceptible of formal proof without uncommon labour 
and difficulty ; suggestions and suspicions force 
themselves so repeatedly on the mind, not merely 
of confidence abused and money lost, but of the 
most sacred trusts violated, and pledged securities 
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misapplied to an enormous amount'; the sales of 
private effects show partners living in a style of the 

» COURT OF REVIEW.— Jolt 27, 1841. 

Ex Pabtb ViircBNT Etre, in ke Biddulph, Wright, and Co., 
Respondents.— Judgment. — Sir J. Cross : The petitioner, Mr. 
Eyre, had Tarious dealings with Messrs. Wright and Co., and also 
with Mr. John Wright alone ; and it appears that a deed-box 
was kept at the Bank for the deposit of securities belonging to 
him, and containing, at the date of the commencement of these 
transactioiiB, Cuba bonds for upwards of 60,000/., bearing interest 
at the rate of six per cent, per annum. In September, 1838, Mr. 
Wright wrote to Mr. Eyre asking the loan of 25,000/. Cuba 
bonds, on the deposit of 400 certificates of shares in the South- 
ampton railway, until the bonds should be replaced, which was 
promised to be done within four months. This was assented to, 
and subsequently 429 Southampton railway shares were depo- 
sited, on arrangement for replacement before April, 1840. After- 
wards, Mr. John Wright, in contravention of the agreement, and 
without the cognizance of the petitioner, withdrew the railway 
shares from the place of deposit, and left others of less value. 
The first question was, whether there was a provable debt on this 
loan of Cuba bonds f Subsequently to the original hearing of 
this case, he (Sir J. Cross) had requested the attention of counsel 
to the case of ^* Utterson and Vernon ** (3 Term Reports, 648), 
and had asked that the case should be re-argued with especial 
reference to that particular case. The Court of King's Bench 
therein decided in favour of the debt ; but the question was 
re-considered on the wish of the Lord Chancellor, and ultimately 
the Court of King's Bench held that there was not a provable 
debt, on the ground of there having been a breach of contract 
before the bankruptcy. In King's case (8 Vesey) a similar case 
was decided by Lord Eldon, which was followed in " £x-parte 
Cannon" (16 Vesey). The question, therefore, was, whether in 
this transaction there was a breach of trust before the date of the 
bankruptcy. There was the loan of Cuba bonds replaced by rail- 
way shares, but the borrower withdrew the latter, and was bound 
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most costly and luxurious indulgence, while their 
accounts have been over-drawn for years, and many 

then to have repUced the bonds. He had not done so, but had 
violated his agreement, and Mr. Eyre was entitled to come in as 
a creditor against the separate estate on the value of the bonds 
at the date when the contract was broken, and the securities 
withdrawn. As to the securities deposited instead of those 
removed, Mr. Eyre would be entitled to have them sold in the 
usual way ; but he would not be entitled to any interest on the 
bonds after the date of the breach of contract. It had been con- 
tended that the whole partnership was liable on account of the 
breach of trust by Mr. John Wright ; but he was of opinion that 
the transaction stood between Mr. Eyre and Mr. Wright alone ; 
that the partners knew nothing of it, received no benefit thereby, 
and were not liable for any loss thereon. The second case related 
to the subsequent loan of the residue of the Cuba bonds, amount- 
ing to 28,000/. ; and between the two cases there existed a sub- 
stantial and essential difference. The terms were to be found in 
a letter written by John Wright to the petitioner, by which it 
appeared that the bonds were borrowed on account of the house, 
ou deposit of 33,000/. Norris-town and Valley (United States) 
railway bonds, with an undertaking to replace the Cuba bonds, if 
required, at the expiration of three months. If it had been so 
required, the petitioner would have been entitled to prove his 
debt ; but as it never was demanded, the proof was inadmissible 
in that respect, for it could not be constituted a provable debt. 
But there was another claim. It was agreed that interest at the 
rate of six per cent, should be payable so long as the bonds were 
retained by the borrowers, and credit appears to have been 
actually given for the interest in the banking account. These 
arrears constituted a provable debt to the amount of above 400^. 
The only other question which remained was relative to the sale 
of the shares deposited in reference to this second loan. As the 
petitioner had not established a provable debt, he (Sir J. Cross) 
could not order a sale of the securities deposited ; but he saw no 
reason why the petitioner should not retain them for his own 



CHARACTER OF THE FAILURES. 263 

of their customers have been brought to beggary 
by the profligacy with ^hich their substance has 
thus been squandered ; — such things, and others 
equally criminal and culpable, present themselves 
so often and in such aggravated forms, that a 
glance at their magnitude suffices to show, that 
the task of properly exposing and correcting them, 
cannot rest with an individual ; higher powers and 
a more searching authority are demanded for a 
labour so vast in proportion to the sum of the 
national wealth with which it deals. 

How strange, then, and provoking to think, that 
during the years these bankruptcies were taking 
place, Committees upon Banking were sitting in 
the House of Commons, mooting all sorts of opi- 
nions, but taking no notice of facts. There were 
the Banks breaking almost daily before their eyes, 
and yet not a single inquiry was instituted, nor an 
allusion made, to the causes, attendant circum- 
stances, or consequences of a long series of misfor- 
tunes so deplorable, and I fear so irremediable. 
One would have thought that the amount of the 



benefit, and he therefore might possibly, after all, not be dam- 
nified. Each party must pay their own costs; the assignees 
taking theirs out of the estate, and the petitioner his out of his 
own fimd. 
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No unfavourable opinion seems to have been enter- 
tained of the solvency or management of the Bank 
until 1840, when a further call was rather unex- 
pectedly and urgently pressed upon the share- 
holders. It was not met, and the Bank stopped in 
the following year. On that occasion the amount 
of overdrawn accounts appeared to be 57,000/. 
The shareholders are understood to have met all 
the engagements of the concern. 

The case of the Commercial Bank of England 
presents some peculiar features. Its projectors 
aimed at a distinction which they thought would 
give it superior strength. Perceiving the great 
difference that existed between the nominal and 
real capitals of the majority of joint-stock Banks, 
they resolved that no share of theirs should appear 
in the market, purporting or representing to be 
more than it really was. In other words, they 
resolved that the full amount of each share issued 
should be paid up. To make this, which has gene- 
rally been found a heavy task, a light one, they 
fixed the amount of their shares as low as 5/. each. 
In this way, taking power to issue 100,000 shares, 
they began business at Manchester, August 12, 
1834, and in 1836 had issued 52,497 shares, which 
at 51. each, made the capital 262,485/. In 1836 

K 



C if 1 

H 31 



^^A X 3fe jMir r 



-::£3ii 



%«*^ 



jxiMac an 



THE IMPERIAL BANK OF ENGLAND. 267 

badly conducted when established, and still worse 
managed after its affairs became deranged. It 
opened at Manchester, Dec. 26, 1836, and in 1837 
had five branches in Cheshire, a nominal capital of 
1,000,000?., in 50,000 shares of 201. each, of which 
18,395 had been issued, and produced a paid up 
capital of 73,580/., in two calls of 21. each per 
share. No deed of settlement had been executed 
in 1837 ; but already the Bank held 100 shares of 
its own, as security for dishonoured bills. Pro- 
missory notes and bank post bills were made pay- 
able at Macclesfield, Gongleton, and Enutsford, 
and in some cases four per cent, was allowed on 
deposits'. This Bank must have tottered as soon 
as it was founded. Its difficulties became apparent 
as early as 1838, and then a spirit of litigation 
sprang up, which has never ceased to vex and dis- 
grace its proceedings. These have done more 
damage to the character of joint-stock Banking 
generally, than any other incident I am acquainted 
with in their history. Mistakes, errors, and even 
wrongs, will be overlooked in Banking ; but it is 
not easy to forgive an obstinate determination to act 
in conformity with neither good sense nor justice. 
In the case of the Imperial Bank it has been found 

* Commons' Report, 1837, App. p. 100. 
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without their knowledge. The Bank when it stopped 
owed 30,000;. ; its paid-up capital (only 24,000/.) 
was lost, and its good assets were valued by the 
accountant at 17,000/. ; and yet the shares were 
40,000 in number, for twenty-five pounds each, and 
eleven pounds a share had been called up. With 
these resources the Marylebone Bank kept a house 
in Lombard-street, another in Cavendish-square, 
besides a branch in the City Boad. A heavy super- 
structure this to rest upon such slight foundations. 
Amongst the private Bankers Hammersley'^s 
house was about the first to stop, and presented 
circumstances more singular than any of the rest. 
The date of the stoppage was September 20th, 
1840, and the estimated amount of deposits at the 
time 650,000/. Mr. Hugh Hammersley^s death took 
place the day before, and it was then announced, 
for the first time, that he had long been the sole 
partner. The Bank, it was therefore submitted, 
could not but stop, because, in point of fact, there 
was no longer a Banker to it. The case was with- 
out a parallel ; but it looked suspicious, and, as the 
event soon proved, not without reason. Mr. Hugh 
Hanunersley left a will, in which he named his 
brother legatee of the business and the property 
belonging to it. The brother, in the course of a 
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wealthy and well-oonnected men ; but the result 
proved the reverse. The principle upon which the 
Bank was founded was bad and illegitimate ; the 
amount of real property invested in it, I suspect, 
was trifling ; the partners relied for success on the 
reputation of their names, and a dexterous use of 
the credit system, which, though common enough 
amongst many town and country Bankers during 
the suspension of cash payments, was altogether 
fictitious, and not a whit better than kite-flying. 
I am not in a situation to say that these were the 
practices by which Hammersley'^s lost 160,000^. 
through a Bank at Honiton ; but it was generally 
understood when the Honiton Bank broke, that 
HammersleyX for the sake of pushing business, 
had propped it up very improperly and very in- 
judiciously. They are also said to have lost as 
much as 40,000/. by an office-bearer in the Trea* 
snry, and 80,000/. by a patent soap, manufactory 
which they set up in the Borough. 

These reverses must have produced their natural 
effects in some quarter or other. The mystery in 
which the af&irs of the Bank have been wrapped 
up, does not enable us to trace them distinctly, nor 
to explain the precise period or circumstances under 
which the difierent partners withdrew or dropped 
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off. AH that appears certain is, that Mr. Hugh 
Hammersley, who succeeded his &iher Thomas, 
the founder of the Bank, is declared, as soon as he 
dies, to have been the sole partner, although no one 
had an idea that the firm consisted of that gentle- 
man only. Under such circumstances, the conjec- 
ture is not improbable, that the Bank was insolvent 
during the lifetime both of the father and the son. 
Such^ however, is not the ai^>ect the matter was 
made to present to the public. Appearances are 
well kept up; the concern is made to last the 
time of those who had devised and depended upon 
it ; and when the last who had enjoyed it dies, and 
the next of kin to whom it is bequeathed as a 
means of excellent sustenance declines the inheri- 
tance, it ceases to exist. No fiat can issue against 
a dead man ; and after an interval of suspense, the 
estate is made to yield ten shillings in the pound, 
by some arch process or other carried on in an 
obscure comer of the Court of Chancery. When 
the former partners left, on what conditions, and 
with what liabilities, if any, is either not asked, or 
at least not publicly explained. And so ends the 
story of Hammersley's Bank. 

A lesson of this kind is not often read, and ought 
to be instructive. Here is a Banker's clerk, who 
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leaves his employers, and sets up a Bank of his 
own. He is joined by gentlemen whose names and 
characters are a guarantee for the possession of 
property. After a short interval they withdraw, 
losers by the connexion ; but the adventurer promptly 
finds other persons, still better known for wealth, to 
fill the places of the retiring partners ; these, too, 
leave him, but not until he can do without them. 
He had no apparent property to start with . The firm 
encountered heavy losses ; nevertheless, such is his 
address and dexterity, that the scheme has taken, 
and he has acquired a name, got credit, gained 
deposits, and dies a man of reputed substance and 
fair character. He leaves his Bank — insolvent, 
but with a yet untarnished name — to his son, who 
follows the example set him ; sustains the unsub- 
stantial but artful and imposing fabric at the head 
of which he finds himself, with a tact and presence 
of mind worthy of such a father, draws a handsome 
subsistence from it, lives well, moves in choice 
society, enjoys life, is considered a trust-worthy, 
honourable man, until he dies ; and then his next 
of kin, not having nerve enough to play the game 
out, the fabric tumbles to the ground, and the cre- 
ditors lose half their money. In this predicament 
they are offered one consolation, — they are assured 
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bj those wbo jtakmio be in the aeeret, that if 
the house had bfoken down, m it na^bA hsve donet 
ten or fifteen yeen befim, there woidd not have 
been eq^iteen^Mnoe in the pound ! 

The Ue of Wight Bank of EbkiMitriek and Oo., 
is said to preaent, iqxm a niaDer aeale, nearly eimihr 
oharacteriBtioB. It appeared when the erediton met 
in Febmaiy hat, that the estimated Ihdnlities were 
aboiitlA0,000IjmdtheestiniatedasBeta<mIy46,0(MM: 
In that there waa nothing oat of the oommon nm 
of oaaea; bat what strnek them as extiaoidinaiy 
waa, that thia Bank aeemed to hare been inaolvent 
for forty years, and yet, up to the day it stopped, 
it was held in the higlieBt estimation, while un- 
bounded confidence was placed in the bankrupt, a 
retiring character, who lived fiiigally. Nearly a 
century ago his grandfath^ used to travel on foot 
through the Isle of Wight as a v^odor of Scotch 
goods. At that period the post firom London was 
only twice a week. He settled at Newport, and com- 
menced by passing his lOU^s for sums of half-a- 
crown, which were afterwards increaaed to seven 
shillings each. In 1771 he established himsdf as a 
Banker, issued one-pound notes, and was very suc- 
cessful, having, at the time Boberte and Gregory 
started their Bank, in 1788, deposits to an amount 
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exceediDglOO,000/.f which was, however, dimimBhed, 
by competition with Roberts and Gregory, to under 
80,000^., and still further decreased upon the 
opening of the present Banking-house of Sir Richard 
Bassett and Go. From the latter period until the 
present time, the Bank appeared to be in the most 
flourishing circumstances. The first founder died 
in 1796, leaving three sons, John, James, and 
Joseph, who carried on the business subsequently 
as partners with James the younger (the present 
bankrupt), the son of James, and Joseph the 
younger, the son of Joseph. One of the partners, 
John, died in 1811 ; another, James, the &ther of 
the present bankrupt, in 1819 ; and Joseph the 
elder, in 1820 ; and his son Joseph, in 18S6; leaving 
only the bankrupt to carry on the business. The 
representatives of the deceased partners have drawn, 
large sums from the firm, which, it is alleged, they 
were not entitled to, as, although the a&irs of the 
Bank are supposed to have been wound up, showing 
a balance in their favour, yet this was effected by 
greatly overvaluing the property, especially the land, 
they held in common. The brunt of all seems to 
have been borne by the present bankrupt. 

The failure of Wright and Co., produced great 
d^ression in the money-market and a strong sen- 
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sation in the public mind. For several days credit 
and confidence seemed paralyzed ; all sorts of idle 
fears and injurious rumours prevailed, and on one 
morning no less than four London Bankers were 
currently reported, by name, to have gone to pieces. 
Wrighf's stopped in November, 1840, for about a 
million sterling, and by March, 1842, the joint 
estate had paid six shillings in the pound. I do, 
not, however, feel it necessary to say much upon it. 
The case tells its own story, and needs no comment. 
When Mr. John Wright published the letter in 
which he good-naturedly took all the blame of the 
' misfortune upon himself, he confessed that the 
Bank stopped in consequence of his inability to 
meet certain commercial engagements contracted 
by him. That admission explained the whole affiur : 
whether there was more or less of error and culpa- 
bility, would depend upon accidental circumstances, 
and leave the event, however distressing, no longer 
a matter of surprise. A judicious and legitimate 
Banker will never permit himself to meddle with 
any business but that of his Bank. His proper 
sphere is Banking, and nothing but Banking. It 
is his province to make money by the speculations 
of other men, but never to take a leading or im- 
portant part in them. It may be to his interest 
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occasionally to identify his firm with a favourite 
enterprise, and by so doing to gratify a good con- 
nexion and secure a profitable account. Upon such 
a presumption, he may be justified in holding a 
few shares ; but to enter deeply into any under- 
taking, however popular and promising, or to 
attempt to push one forward by making large 
advances of capital, is a direct contravention of 
all sound principles, and a sure prelude, as all 
experience proves, to total and inextricable ruin *. 

Wakefield and son were stock-brokers, rather 
than Bankers; but they received moneys on de- 
posits for investment, and hence obtained a place in 
the list of London Bankers. The sum for which 



' The strong room in Henrietta street contained abundant 
evidence of the fragile nature of. the^description of security here 
adyerted to. When the house failed, an idle Baronet, and frequent 
guest at Mr. John Wright's table in the days of his prosperity, 
whose loTe of wit appears to have outweighed his consideration 
for a friend in adversity, went about with a story, that showed 
the ruling passion as strong as ever, though on the verge of ruin. 
He said that going into the private room in the afternoon of the 
day before the Bank failed, he found the senior partner in close 
consultation with a noted and very unsuccessful omnibus proprietor. 
Before the parties was a small model and draft prospectus. ^ Come 
in,'' cried the stiU enthusiastic speculator, the moment he saw the 
Baronet ; ** here is a project to make a fortune by ; just what's 
wanted, and sure to take." And what was the scheme ? a joint- 
stock patent hearse company, for burying the dead of London 
in ihe new cemeteries outside town ! 
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they failed was something over 173,0007.9 of which 
they have paid nothing. The disdosures made 
when they passed their last examination, called forth 
an address from the commissioner of unusual se- 
verity. I subjoin an abstract of the proceedings. 

CovBT Of Bankbuptct, Basinghall Street, July 21, 1841, 
In Me Wakefield and Son. 

The CommisBioner (Sir C. F. Williams) stated that the bahuiee* 
sheets of the bankrupts contained enormities which could not be 
passed over sub siUntio, It was but right the public should know 
that there were other delinquents besides those who were reached 
by the criminal law, and this case was one of the foulest which 
had ever come before him. 

The elder Wakefield was then examined as to his transaction 
with a lady named Potter, which commenced in 1833. She had 
deposited with him 2500Z. in consols, which he sold out by her 
directions, and invested the amount in Dutch funds to the sum of 
58,000 guilders. That investment was made in her name, and so 
continued until about the year 1836 or 1837, when he sold it out 
without her knowledge or consent, but continued to pay her the 
regular interest upon her stock until January, 1841. In the fol- 
lowing month of March Mrs. Potter directed that the stock 
should be again sold out, and re-invested in the English fimd& 
This not being done as speedily as it should have been, the bank- 
rupt was pressed, and made several excuses for not having done 
so. At length Mrs. Potter told him if it were not done forthwith, 
she would at once apply to her friend Mr. Chambers ; and the 
bankrupt knowing him to be a police magistrate, sent her two 
policies for 500^. each, which he valued at 1600/., but subse- 
quently reduced to 1200/. A transfer of accounts had taken 
place in his books between Mrs. Potter and her son-in-law Mr. 
W. Wakefield, to the amount of 900/., and he and the bankrupt 
also sent her 400/. in bank-notes. In order to raise that sum he 
had made a sale of thirty Alliance shares, but there being no court 
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of directors then Bitting, the transfer could not take place, and he 
consequently drew a check on his bankers for 4601, in the name 
of King, and handed her 400?. out of it. 

The bankrupt further stated that he was not aware of the 
probability of his becoming a bankrupt when he made these pay- 
ments, although he did think eventually he might end in bank- 
ruptcy. He was still, however, in hopes of being able to retrieve 
himself by his success in businessi and he was not aware of being 
so involved by 30,000?. 

Sir C. F. Williams ronarked, that with his liabilities, amounting 
to upwards of 90,000?., and not quite 5000?. to meet them, he 
might as well think of paying off the national debt. 

The bankrupt was next examined respecting Dutch bonds 
deposited with him for sale from the 6th of April, amounting to 
120,000 guilders ; in the evening of that day he and his partners 
had made up their minds to stop payment next day. 

ConmuBsioner. — Then from that moment you had not the 
sligfatest control over those funds which are the property of the 
creditors. 

Banlcrupt the next morning, not being able to do any 
business, sent back a large parcel to Messrs. Twining by the 
hands of his son-in-law (Mr. Sleay) and he had every reason to 
believe that it was safely delivered* — No entry of this transaction 
was made. — Value of the Dutch stock was about 7000?. — Ques- 
tioned relative to the accounts of the Rev. Mr. Martin and Mr. 
George Gregory. 

July 22. — ^The proceedings were resumed and the elder bank- 
rupt said the amount of expenses exhibited in the balance-sheet 
was correct. He had drawn out of the concern 75,164?., and his 
son 37^60?. 

Sir C. F. WUliams. The books of the firm appeal* to have been 
very accurately kept, but that fact acts two ways, for although 
it might be said to be in favour of the bankrupts' conduct of their 
business^ it could but be evident that they must have known the 
situation they were in at the different periods at which they 
made such wholesale spoliation of their customers' property. 

The elder bankrupt swore that although his expenses were 
larger some years than others, he had endeavoured, when he 
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fonnd what wms the state of his afiairs, to decrease his expeh- 
ditore. All the stock and moneys sold oat were for the general 
purposes of business. In the instance where ihey misappropriated 
Mr. Bumie's 5,169/., it went, as all others did, to pay the current 
demands of the day. 

Sir C. F. Williams was sorry to hear the bankrupt, a man of 
years, so coolly speak of misappropriations like these, and say i^y 
were made for the general purposes of business. It was in hct 
robbing one family to pay what another family had lost ; and it 
appeared to him that all moral feeling must be lost when a party 
like the bankrupt, who had held such a respectable position in 
life, conunitted such enormities as these now disclosed. He 
wondered how, after the deliberate manner in which these frauds 
had been committed, and which inflicted ruin and injury on 
many families, he could seek his pillow for rest. The bankrupt 
said that up to the hour of his failure he maintained an unblem- 
ished reputation at the Stock Exchange. — Sir C. F. Williams : 
But it was not then known that you had applied 75,000^. of other 
people's money to the wants of business. The elder bankrupt 
in reply to a question said, that the average profits of the concern 
might be 200(W., and they might have doubled their " drawings" 
(i. e. what they took from the concern). The books were regu- 
larly kept, which would show this. — Sir C. F. Williams : And 
that makes it the more infamous, for you must have been aware 
that it did not answer. 

Mr. Coates appeared for Mr. Partridge, a heavy sufferer; the 
reply of the official assignee to a question he had put to him, had 
considerable bearing on the matter at issue. That gentleman, 
from the insight he had had into the books of the bankrupts 
and their general affairs, had no reason to suppose they had 
made a purse for themselves. The official assignee said, he cer< 
tainly believed they had not. — Sir C. F. Williams was also of the 
same opinion. 

Sir C. F. Williams (to the elder bankrupt) : With respect to 
the transactions that passed between you and Mrs. Potter 
through her son-in-law, and which you say were always con- 
ducted through him, do you mean to swear that she never 
addressed you by letter, or note, or any written instrument upon 
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those affairs \ — The bankrapt : Yes, I do, distinctly. — Sir. C. K 
Williams : What, not in the whole course of communication, not 
a note \ — The bankrupt : Most certainly not. — Sir C. F. Wil- 
liams : I put the question thus strongly, because it is so singular 
that no letter or note had been passed. It was very fortunate 
for the bankrupt that no letter had passed, for it only required 
writing to bring it within Sir Thomas Plumer's Act, and then he 
would have stood in a very perilous position. — The bankrupt : 
She is a very old woman, and very seldom leaves her room. I 
have not seen her for the last seven years. 

The younger bankrupt said he entered as a partner into the 
concern in 1818. He was dependent on his father, and all he 
knew was, that a credit of from 20002. to 30002. at that time 
stood to his father's account. He did not remember the first 
time that customers' moneys were misapplied. It was, he be- 
lieved, in the year 1833. The total amount of misappropriation, 
he thought, would amount to 78,1642. 

Sir C. F. Williams thought it his duty to make some remarks 
upon this case, which he characterised as one of the most flagrant 
he had ever heard of. Here were two persons moving in a highly 
respectable sphere of life, whose associates, whose habits, and 
whose connexions ought to have been sufficient to deter them 
from pursuing the course of conduct they had, and who, invested 
as they were with great and unbounded confidence, had, ii^ 
betraying their trust, sacrificed the fortunes of their relatives, 
their friends, and their customers. The elder bankrupt had had 
a very narrow escape in the case of Mrs. Potter, who, if she had 
but written one note, would have brought him within the reach 
of the criminal law by the Act he had before alluded to. How 
they could have stood up with any face before society with such 
a load of moral responsibility on their heads he was at a loss to 
conceive. The deliberate and systematic manner that marked 
the whole proceeding was such as to call forth the severest con- 
demnation. Although reprehensible in the highest degree, the 
case where a man with any pressure upon him on the sudden 
emergency misapplied another's capital, was comparatively blame- 
less to this, where they had, in the most cool, designing maimer, 
sold out 45,0002. of stock, besides misapplying 33,0002., moneys 
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left in their hands for inyestment After mdi a wholesale spolia- 
tion of other people's means, they eould expeet no qrmpaihj ; 
and although they might think his observatioiis serere, they 
were nothing more than the justice of the case deserved. They 
had deceived their relatiyes, their friends, and their cnstomers ; 
they had sacrificed people's property in the most mieomi«ominng 
manner, and although some might not feel it so keenly as otheis, 
having more extended means, still they knew the loss of their pro- 
perty, while there were those whom they, by their nefarious acts, 
had either severely crippled or totally ruined. And this course of 
treachery, plunder, and breach of confidence, they had carried on 
for a successive number of years almost without the cessation of 
an interval. Their culpability was beyond all expression, one out 
of ten thousand cases he thought could hardly be brought to equal 
it. But in viewing the responsibility which they had entailed 
upon themselves by the sacrifice of reputation, they must lUso 
feel that not the least part of it arose firom the shock public c<»i- 
fidence received when it became known, which might have 
most materially injured their fellow-brokers. All such cases 
as these spread the seed of a want of confidence, and neigh- 
bour suspected neighbour, however estimated he might be for 
probity and honesty. They might have been the cause of in- 
calculable mischief. It was altogether a very melancholy case ; 
such another he never wished to hear again, but he sincerely 
trusted that it would prove a warning to many persons, whUe 
he hoped some law would be framed to meet these cases with 
proper punishment. A few years since the bankrupts would 
have been liable to a banishment for fourteen years. After a 
few further observations. Sir Charles declared the bankrupts 
passed. 

Having been sworn to their balance-sheets, the bankrupts, as 
usual, delivered over what was in their possession, and had it 
described in the '' declaration " of passing. In this instance 
there were two watches and some loose silver. — Sir C. F. 
Williams : Of course this property will be returned to the bank- 
rupts 1 — Mr. Bumie : As far as I am concerned for myself and 
my CO- assignee, they shall not have a farthing. I may be called 
a man of property, and have not lost more than iS6,000 ; but 
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there are parties whom they have redaccd to beggary. They 
rather des^rred fourteen years' transportation, but I am afraid 
they are beyond the reach of it. — Sir C. F. Williams : Then the 
property must be given up.— This seemed to affect the bankrupts 
more than any preyious part of the proceedings. 

To these instances of the extent to which priyate Bankers, 
mdowed with sufficient nous and nerve for playing so desperate a 
game, have succeeded of late years in practising upon the public, 
the <^d and strong case of Henry Fauntleroy should be added. 
This man was the acting partner in the house of Marsh, Sibbald^ 
and Co., of Bemers-street, Oxford-street, and was hung at New- 
gate for forgery, in 1824. The statement made by the attorney- 
general in his address to the jury put the principal facts of the 
case in a short compass. 

** Mr. Fauntleroy, the father of the prisoner, became a partner 
mi the establishment of the Bank, and continued such till his 
death, in 1807. At that period the prisoner was admitted into 
the concern, and became the most active member of it. In 1815 
Frances Young, of Chichester, a customer of the house, lodged in 
their hands a power of attorney to receive the dividends on 
6,5402. three per cent, consols. The dividends were regularly 
received ; but soon afterwards another power of attorney, autho- 
rizing the prisoner to sell that stock, was presented to the Bank, 
and the sale was effected by him : to this power the prisoner had 
forged the names of Frances Young and of two witnesses to it. 
But the most extraordinary part of the case was, that among the 
priscMier's private papers, contained in a tin box, there had been 
found one in which he acknowledged his guilt, and adduced a 
reason for his conduct. 

^ The attorney-general then read the paper, which presented 
the following items : — ^ De la Place, 11,1502. three per cent, con- 
boHb, ; E. W. Young, 5,0002. consols. ; General Young, 6,0002. 
consols. ; Frances Young, 6,0002. consols. ; H. Kelly, 6,0002. con- 
sols. ; Lady Nelson, 11,9952. consols. ; Earl of Ossory, 7,0002. 4 per 
cents. ; W. Bowen, 9,4002. 4 per cents.; Parkins, 4,0002. consols.* 

^ Sums were also placed to the names of Mrs. Pclham, Lady 
Aboyne, W. R. and H. Fauntleroy, and Elizabeth Fauntleroy ; 
and the learned gentleman observed, that all the sums were 
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I had prepared a summary of the losses occa- 
sioned by the different fiidlures amongst the private 
and joint-stock Banks during the last two years, 
but the amount appears so formidably large on the 
one side and so small on the other, that it would be 
invidious to publish it. I feel, moreover, that in 
every such estimate many inaccuracies are likely to 
be embodied in consequence of the dilBSculty there 
must always be in getting information that can be 
depended upon in complicated matters of detail, 
spread over all parts of the country, and extending 
through so long a period of time. The subject ia 
too serious to admit of mistake or misrepresenta- 
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tioD, however unintentional ; I am content to leave 
it therefore as it stands. 

The course of my narrative, and the particulars 
I have recapitulated to illustrate it, ought by this 
time to enable my readers to form a judgment 
of their own upon the comparative merits and 
defects of the two systems of Banking under con- 
sideration, private and joint-stock. The objections 
to be urged against private Banking are obvious 
enough: they present themselves in a heap, and 
are too plain to be mistaken. They are sununed up 
m the great number of failures that take place when- 
ever there is heavy run upon such establishments, 
and the enormous losses entailed upon the commu- 
nity, whenever many of them become bankrupt. 
I have repeatedly heard it said, that there are no 
means of proving the wealth of a private Bank until 
after it has been broken. There is some truth in 
the remark, but it is in the nature of things that 
the case should stand as it does. Private Banking 
necessarily is private : you cannot with any pro- 
priety or fairness invade such a business, and apply 
to it the tests and trials which it is reasonable and 
just to subject a public one to. You cannot de^ 
mand proofs from, and force examinations upon an 
individual, who has forfeited no engagement and 
done no wrong. The public must judge for itself. 
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and draw its own inferences from what appears be- 
fore it. In short, there is no medium in private 
Banking ; confidence in that pursuit is every thing, 
and to be effective it must be complete. When- 
ever it is well deserved and freely given, Uie system 
will be found to work excellently for all parties 
concerned ; whenever it is given and not deserved, 
ruin follows. 

The objections raised against joint-stock Bank- 
ing are more numerous : many of them, moreover, 
are of a q)ecific nature which admits of distinct 
notice. It is said that secrecy is not sufficiently 
honoured in them, and that they are deficient in 
unity of purpose and action. There is no direct 
refutation to be given to this charge ; it is an inher 
rent quality in the constitution of the body, which 
must always suffer more or less from it. Twelve or 
twenty-four directors will rarely be found to act 
with the promptitude or decision of one or two 
men. Nor will communications of a confidential 
character always be respected by many as by a few 
persons. All I shall say, supposing myself umpire 
upon this point, is that cases are sure to occur in 
which a discreet man will deem it, and find it, more 
to his advantage to seek assistance from a private 
than a joint-stock Bank ; on the other hand he 
who has no particular cause to be reserved, and 
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wishes to know something of the state of the Bank 
in which he places his money, will prefer the latter. 
Upon these and other similar complaints of a 
theoretical description, I do not feel myself required 
to enlarge. But fault has been found with the prac- 
tices of the joint-stock Banks ; and as that is se* 
nous matter, I must not pass it over in silence. It 
has been alleged that many companies have been 
formed for the express purpose of aiding the com- 
mercial operations of the directors, and that, while 
they and their friends, a favoured few, have received 
midue assistance, the community at large has been 
denied its proper accommodation. I am by no 
means prepared to say that there are no grounds 
for this accusation, but I feel confident that no 
mal-practices of the kind could be persevered in 
for any length of time, if all joint-stock Banks 
had been bound by law from the period of their 
first establishment to the observance of a few sim- 
ple rules, for the proper audit and frequent pub- 
lication of their accounts. The same remark applies 
to another reproach cast upon some joint-stock 
Banks; namely, that they have encouraged persons, 
either of no property, or at least of no sufficient pro- 
perty, to take shares upon a promise that money 
would be lent to them upon the Bank being set up. 
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took a lead in the management of its afiairs. The 
Bank of England has not been exempt from acci- 
. dent49 of this kind. Why should they not occur 
in the case of a joint-stock Bank ! We have seen 
Messrs'. Manning, BuUer, Baikes, Ward, and 
Curtis go into the Gazette, while governors and 
directors of the Bank of England, and have, there- 
fore, little cause to feel surprise, and certainly 
should not deem it a grievance, that other joint- 
stock companies are occasionally exposed to a like 
scandal. 

Not to dwell longer on small points, I should ob- 
serve, by way of general summary, that whether 
in a private or joint-stock Bank, the first great 
thing is to begin upon right principles, and the 
second to stick to them. A man may not always 
find it easy to discover how far the first is accu- 
rately observed in a new establishment. He has, 
however, facts enough to refer to if he wishes to 
judge how far the second has been attended to of 
late years by these rival traders in money. 

Having dwelt thus far on the past, it seems 
natural to glance for a moment at the future. My 
own opinion I confess is, that we shall have by and 
by still fewer private Banks than we have now, and 
that those which remain will be principally confined 
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exceed them in point of convenience and utility to 
the customer. It is remarkable that, highly as 
the branches of the Bank of England have been 
thoo^it^f, and much as they are prized in their 
different localities, they are far from doing the 
largest or most profitable business where they are 
established. This appears, upon inquiry, to be true 
of the branches of the Bank of Ireland, in the 
sister country, as well as those of the Bank of 
England throughout the English provinces. Now 
the feelings and circumstances by which this state 
of things has been superinduced would, I appre- 
hend, if analysed, prove of a nature that would 
apply with nearly equal force to joint-stock Banks. 
If I am right in this conjecture, private Banking is 
fiur removed from the danger of extinction. 

The distinction drawn by Mr, Loyd between the 
functions of the Bank of England and the private 
Bankers, was still more clearly explained to the 
same committee by Mr. George Oarr Glyn, a gentle- 
man of great quickness, capacity, shrewdness, and 
experience. ^' The London Bankers frequently allow 
a customer, if he be a respectable trader, to over- 
draw his account, merely upon the opinion they 
have of his good character. It almost daily hap- 
pens that a customer of known property comes to 
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and says, put 50001. or lO.OOOt to my ac- 
int, and they iniist always be prepared to meet a 
land of that nature. Instances occur every day 
hich it would be impossible for the first mer- 
itile bouses in London to deal with the Bank of 
;land, or with a joint-stock company. They 
often to ask for loans for the purpose of 
executing orders from abroad, for the export of 
bullion, and on commodities. They communicate 
itially with their private Banker, but they 
Id not follow this course, or make these commu- 
itions to the directors of a joint-stock Bank, 
some of whom might be their rivals in trade and in 
these operations. Again, among the second class of 
traders wg are obliged to proceed often upon the 
lowlcdge wo have acquired of their business and 
iracter, a system upon which a joint-stock Bank 
luld not act. If these modes of accommodation 
were withdrawn, the distress amongst many of the 
trades in London would be extreme, and the im- 
liments to business insuperable'." 
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From these yarious explanations the weight due 
to the opinions expressed against joint-stock Bank- 
ing may be generally estimated. Of all that has been 
said and written in their praise I shall give no par- 
ticulars, nor undertake to furnish evidence of the 
extent to which public feeling has declared in their 
&vour. One thing, however, I am bound to ob- 
serve : a general impression has long prevailed that, 
beneficial as they have proved, they are still sus- 
ceptible of considerable improvements. As several 
plans have been offered for effecting this desirable 
object, I invite attention to the principal ones. 

When Lord Althorp brought forward his mea- 
sures for renewing the Bank of England Charter 
in 1832, he also proposed to introduce others for 
a better regulation of country and joint-stock 
Banks. They were, 

*^ 1 . That Government should have the power of 
granting charters to joint-stock Banks issuing 
notes beyond sixty-five miles from London, and to 

that eveiy one who hears it cannot but wish it true. An old 
customer, it is said, once applied to him for assistance under very 
adverse circumstances ; the partners were against, but the Baronet 
for granting it, and he carried his point, advanced liberally, and 
palled his customer through all his difficulties. The firm thus 
opportunely preserved afterwards realized great wealth, and the 
head of it, when he died, bequeathed, it is said, 5000^. a-year as a 
proof of his gratitude to Sir R. C. Glyn. 
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The Bank of England proptictora agreed, at a 
subsequent meeting, to the measures which had a 
reference to them ; but the couutry Bankers felt 
and expressed great dissatjefactjon, and memorial- 
ized Earl Grey, the first lord of the treasury, and 
Lord Althorp, the chancellor of the exchequer, 
upon the subject. Their opposition caased a post- 
ponement of the proposed measurea, at which no one 
felt much regret, and no interest, I apprehend, sus- 
tAincd any loss. The plan was neither statesman- 
like nor enlarged, and but few salutary effects, such 
as the circumstances of the case demanded, could 
have resulted from it. 

The degree in which the Ooveniraent of that 
period was disposed to adopt the advice of joint- 
stock Bankers themselves in this matter, will be 
seen by comparing the following " Improvements, 
suggested, after much consideration, by the direc- 
tors of joint-stock Banks at Manchester and Liver- 
pool, to the Chancellor of the E.xehequer, compre- 
hending their views of the alterations that ought to 
be effected in the present law relating to such estab- 
lishments, before they would deem it advisable to 
issue paper-money of their own :" — 

" 1. That joint-stock Banking companies shall 
consist of at least 1 00 proprietors ; of whom not 
o 4 
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^^ 6. That reports be made annually by the di^ 
rectors of such companies, exhibiting a corrected 
list of the proprietors, with the amount of stock 
held by each, the amount of capital at the time, 
and a full and fair account of the affairs of the com- 
pany ; which report shall be sent to a public regis- 
try, and be accessible to the public on the payment 
of one shilling. 

*^ 7. That such companies shall have the power 
<tf making their notes and drafts, of whatever 
amount, payable either at their respective localities 
or in London, or in both places, but not elsewhere ; 
and when payable in London, either at a London 
Banker^s or at an office of the company. 

^^ 8. That such company shall have the power to 
draw Bank post-bills, made payable to a party other 
than the party from whom the value is received, as 
the Bank of England. 

" 9. That such company shall have the privilege 
of using the same description of engraving and 
water-marks, for the prevention of forgery, as the 
Bank of England has or may have secured to it. 

^^ 10. That such company shall have the power 
to compound for stamps on the same terms, pro 
ratdy for the business done, as the Bank of 
England has. 

o 6 
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'^ 11. That assignees and trustoeB ipvlio nmjhb 
shareholders in such companiee^ shall have the 
power to deposit the trust-moneys in a JQuit>«to«k: 
Bank, notwithstanding their haying a pro|irietey 
interest in the company. 

'' 12. That transfers of shares in the stoek of 
such company be allowed to be made on oneHduIfim 
stamps. 

*^ 13. That all Banking-houses not confonmng 
to the proposed law, be held by law to be prrnile 
Banking-houses, of whatever number of partosn 
they may consist. 

^' 14. That while compliance with the ptecediiig 
conditions be enforced by Parliament on every joiab- 
stock Bank that shall be established, a specific 
license or charter shall be requisite in each paf^ 
ticular case, in order that Government may exerciae 
its discretion on every application, in determining 
the number of proprietors and amount of paid-up 
and subscribed capital which may be requisite be- 
yond the minimum prescribed by law, to give full 
security to the public, and a reasonable protection 
to joint-stock Banks previously established.'" 

It is no commendation of these suggestions to 
say, that they are decidedly superior to the Grovem- 
ment propositions by which they were followed : 
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they are not, however, what they ought to have 
been* I object to the limitations upon the number 
of partners, the amount of capital, and the distance 
of branches : they are arbitrary, unnecessary, and 
therefore impoUtic. No definable law exists in 
Banking appUcable to details of this kind. Dif- 
ferent systems and modes of business constantly 
render all such primary conditions nugatory and 
absurd. We know that a large paid-up capital 
does not offer a sufficient guarantee against impru- 
dence and loss; and, on the other hand, that a 
small paid-up capital does not repel customers, 
when attention, regularity, knowledge, and judg- 
ment are apparent. In these particulars, and also 
in that which advised Government interference, the 
directors of the Manchester and Liverpool Banks 
do not appear to have taken very sound views. 
Many well-educated and Uberal-minded men have 
been strangely Jed away of late years by a mistaken 
partiality for the summary correction of every thing 
that goes wrong, by giving the Government of the 
day power to direct a right course in all things, and 
preventing people from taking any other but the 
one prescribed. Wiser heads and more expressive 
pens than mine have exposed the folly of this no- 
tion; I only repeat the sense of men who are 

o 6 



800 GOTESKMSKT IKTSSFXEKWCE. 



/ 



entitled to be regarded ae anthoritiea, when I aaeert 
that all dictation of this kind in' mattem of tiade 
and commerce is positively mischievonB. Whatever 
you impose upon Govemmoit, you remove from the 
real agent ; Government interference, aooordingfy, 
relaxes care and industry, retards progressioa and 
improvement, divides and diminishes- reeponsihility, 
and by checking the natural impulses of interest 
and invention, crops premature(|r the products of 
their fruitfulness. * 

I have been more than once at a lofls for an appro* 
priate place to speak of the Bank of MancheBter,and 
as I fear I am not likely to find one more suiUdde 
than the present, I shall here otter a short sketch 
of its constitution and proceedings. The sugges- 
tions I have just copied and considered explain the 
opinions entertained by some of the most eminent 
merchants and manufacturers in Manchester upon 
the law of joint-stock Banking. The operations of 
the Bank of Manchester exhibit their practice as 
Bankers. The directors are amongst the most 
stirring, intelligent, wealthy men in their district. 
They are leading members of the Manchester 
Chamber of Commerce; they have figured con- 
spicuously before the committees that have made 
Banking so frequently a subject of inquiry in the 
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House of Commons of late years. Their proceed- 
ings have attracted, and are entiUed to attentive 
consideration. 

They founded the Bank of Manchester in the 
latter part of 1828, and commenced business in 
1829. In 1832 the company consisted of 600 pro- 
prietors ; the subscribed capital was 2,000,000^. 
sterling, the paid up 300,000;. This was at the 
rate of 15^. a share, the premium upon which was 
then a., and the dividend eight per cent, per 
annum. 8oon after the establiahmeut of the Bank, 
the directors applied for, and were refused, a dis- 
count account at the Manchester branch of the 
Bank of England. This compelled them to send 
their bills for discount up to the London bill-brokers, 
who charged a profit upon the transaction. At 
this period they circulated no notes, that is to say 
none payable to bearer on demand. But they 
issued bank post bills at seven days sight, and 
drafts on London at thirty, sixty, and ninety days. 
To explain the general character and extent of 
these transactions, Mr, Dyer, one of the directors, 
stated to the Bank Charter Committee in 1832, 
that of the last two millions of money paid by the 
Bank, one million had been paid in Bank of Eng- 
land notes and specie, (the latter in the proportion 
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<) 90,000/. in re-isaued bills ef tz- 
'SS.OOIM. k) dnfta on tbeir LoodoD ageota 
Men* Morptanccs. and 180,00l>^ in bank 



I tew ^Am m d»{iter II. of the ordeal the 
Itrgo wht-n they reaoked to 
iMr wwi anloat mi tb« spirited manner in 
Mfw Piaiw laded them in taking that 
Tk* tmtti of tlw sxperiniont, and the 
k «f tlw conipwiy was detailed in 
itenfMtff llw*«aMn ID October, 1 84). Ae- 
MtMiv H tlM AmmwoA, tite hilure of a number 
«t Immm kniig ttMwrriopB with the bank, and 
«««nl kwMk VHiWMtNg is (ks aggregate to a large 
liMi^ had kMA MataiMd dariag the preceding year. 
NotwiakMHiteif tha iig g wHirf tvimrts ^ritich 
t«d Wtt MfkxJ wnwriing tlwae bad debts, to 
the i««io^Kc« of tKe slM[»-hoUen and the business 
of Uk- •xuKvm, Om naiMgaa wen happy to say, 
Ukat afW providiiig for th« wlKiki of the losses of 
fcnuw y»». as ««n as thoas of the pa» year, the 
mMTwd auqiliM Auid httd baea foimd more than 
adequate to eovor the saaie without tresiehii^ on 
the Mpital of the bank. The aecoouts had been 
balanced to the usual period, the 30th of Jane, l^ 
which it was shown that the net prodta lor the 
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year amounted to 60,880;. lis. lid. Out of this 
gum, two dividends (making together five per cent, 
on the capital) had been paid to the proprietors, 
amounting to 37,051/. 10^. The remaining balance, 
1S,779/. 28. lld.^ had been carried to the re* 
served surplus fund. That' by the last report, was 
36,642/. 98. lOd. ; the above portion of profits 
being added to it, viz., 13,779/. 28. lit/., made 
60,421/. 128. 9d.j from which had been deducted 
the total estimated amount of losses to the 1st of 
July, 31,000/., leaving a balance of 19,321/. 12^. 9d. 
as the credit of the reserved surplus fund. The 
amount of the paid up capital was stated to be 
741,030/., and the number of proprietors 515. The 
directors regretted that the losses above referred 
to, and the continued depression of trade, had ren- 
dered it advisable to reduce the rate of dividend 
for the last half year. They also announced that 
in consequ^ice of the prevailing prejudice in Man- 
chester and its neighbourhood against the circula- 
tion of local notes, they had decided to discontinue 
the issue of notes payable to bearer on demand, 
and to withdraw those in circulation. The Bank 
therefore ceased to be a Bank of issue on the 19th 
of July, 1841. 

A specific enumeration of the practical difficul- 
ties encountered by joint-stock Banks in the ordi- 
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naiy course of bufiiuess, was made in a letter ad- 
dressed to Lord Melbourne, January SOtli, 1839. 
and signed, " On the part of the Committee of 
Deputies of Joint-stock Banks," by their chair- 
man, Mr. Patrick Maxwell Stewart, now member 
for Rentrew^ire. The chief alterations solicited 
on that occasion by the Banks were, 

" 1st. That the law should render permanent i 
the Act 1 and 2 Vict. cap. 96, enabling joint-stock 
Banks to sue their own members. 

" 2nd, Tliat the law should enable joint-stock 
Banks to prosecute criminally any shareholder who 
shall be guilty of a fraud upon the company. 

" Srd. That the law should permit any share- ] 
holder to appear as an evidence in a cause in which 1 
the company may be either plaintiff or defendant, 
or in any cHmtnal proceeding at the instance of the 
company. 

" 4th. That the law should more explicitly de- 
clare, that no shareholder who is not duly autho- j 
rized, shall have the power of binding the company, 
and should reuder it penal to make the attempt. 

" 5th. That the law should more explicitly de- | 
clare, that legal notices shall be valid only when 
served on the principal officer of the company, or J 
addressed to him officially at his head office. 

" 6th. That the law should declare that no 
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sharebolder shall, as such, lie liable to the operation 
of the laws of bankruptcy. 

" 7th. That tlie law should permit an assignee 
to a bankrupt's estate to lodge the money, with the 
ooneent of the creditors, in a joint-stock Bank in 
which the assignee may be a shareholder." 

These are sensible proposals, and will, in all pro- 
bability, be made law, when Parliament deals, as 
it ia expected to do, with the subject of Banking 
generally, upon the approaching temunation of the 
Bank of England charter. Lord Melbourne's mi- 
nistry was evidently not indisposed to give the 
Joint^stock Banks relief from the more galling re- 
strictions under which they have still to contend. 
In the Bank of Ireland Renewal Bill, introduced by 
Mr. Spring Rice just before he ceased to be chan- 
cellor of the exchequer, wore some important con- 
cessions, which it may not be amiss to mention. 
Bankers, though exceeding six in number, were to 
be allowed to draw and accept bills of exchange 
payable at not less than ten days' sight, and for 
not less than 10/. in amount ; and although issuing 
notes at places fifty miles from Dublin, they were 
allowed houses of business within that hmit, pro- 
rided they neither issued nor reissued notes at such 
houses, and kept no cash, deposit, or drawing ao- 
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fore remove impediments, and leave every thing as 
free as possible. 

A distinction must always be preserved between 
pvivate and joint-stock Banks. From the former 
a they issued notes, I would demand a weekly 
mtum of the amount in circulation, and I would 
bftve that return regularly advertised in at least 
two newspapers, having the largest circulation in 
the locality concerned. In all other respects I 
would leave the private Banker to the confidence 
of his customers. 

From the joint-stock Banks I would exact some 
further obligations on the ground of public policy. 
Pablicity is the great corrector of evil: I would 
therefore ensure a fair measure of publicity above 
all things. I would require from them, as a 
matter of course, a publication of issues such as 
that demanded of the private Banker. I would 
remove the vexatious and impolitic restrictions 
against which they have for some years been 
remonstrating. I would have them make public 
a quarterly account of their assets and liabili- 
ties, according to a prescribed form, which with- 
out being too searching, or improperly revealing 
details, should present a fair view of the con- 
dition and resources of every Bank. I would 
insist upon a full audit once a year of the whole 
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affiuiB of the o^mpany by competent persons spe- 
cially appointed for the purpose, not by the direo- 
ton, but by the shareholderB at a pnUic meeting ; 
and I would have the balance sheet of the accounts 
aftar having been thus audited, subscribed before 
a magistrate by the auditors upon their solemn 
assevemtion in lieu of an oath, with a certificate 
annexed as to the correctness of their audit, the 
correspondence of the accounts tbranselves vdth 
the quarterly returns to be published as already sug- 
gested, and the general conformity of the transac- 
tions with Intimate Banking principles. I would 
make it a misdemeanour upon the part of the 
auditors to give a false or wilfully incorrect cer- 
tificate ; and whenever a joint-stock Bank failed, I 
would have its afeirs wound up by a competent 
bankruptcy officer^. 

I shall conclude this long, but I hope not tedious 
chapter, for it is not barren of important facts 
and useful suggestions, with a short notice of the 
joint-stock Banks of London, and an account of 
the circulation of the private and joint-stock Banks 



7 This might be done by declaring the company bankrapt, but 
not each member or shareholder separately ; in which case the 
latter might be treated as debtors to the joint-stock, and a distri- 
bution of the liabilities be made, pro rostA^ upon the shares held 
by the copartners. 
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of the United EiDgdom, down to the date of the 
last ParUamentaiy return upon the subject. 

The London jointrstock Banks have been eight 
and now are six in number'; the London and West- 
minster, the London Joint-stock, the Union, the 
Gonunercial, the National Provincial, and the Londcm 
and Gounty. The two last of these are head offices 
for branches dispersed throughout the country. 

The act that renewed the Bank of England 
charter in 1833, having allowed co-partnerships 
consisting of more than mx persons to carry on 
the business of Banking in London ; a proposal 
was soon published for establishing the London 
and Westminster Bank. But the plan was not 
popular at first; the shares were not taken up 
briskly, and the Bank did not commence business 
until March 10, 1834, and then with a p^d-up 
coital of only 50,000/. 

As the Bank charter act did not prescribe 
the way in which companies of more than six 
persons were to sue or be sued; the London 
and Westminster Bank applied to Parliament in 
the same year for the same authority, to sue 
and be sued in the names of their public officers, 

* The other two were the Marylebone Bank already spoken of, 
and the Metropolitan, which ftfter a short career sunk into the 
Union Bank. 
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as tbcne Bauiking eompanies enjoy wliidi are 
esUbbshed bejood axtj-^we mfles bom Londcm. 
Thk Bill was carried by large nu^orities throng 
the House (d Commoiis, akhoa^ ofqpoaed by the 
mftnencift of the Bank of England, and by Lord 
Allhorp, thai Chancellor of the exchequer; but 
it was lost in the Lords. The Bank consequently 
sues and is sued throc^ the medium of trustees. 

Previous to the commencemait of busineas, the di- 
rectors were rrfnsed admi««i<Hi to the clearing house ; 
and a drawing account at the Bank of England. 

The first annual report, March 4, 1835, gave 
a paid up capital, increased by two calls of five 
pounds, of 244,945/. 

In December 1835, the subscribed shares issued 
were 1 7,81 8, in number, and the directors soon after- 
wards made a fourth call of five pounds per share. 
This made twenty pounds paid upon each share, 
and the whole paid up capital more than 400,000/. 
The dividend at the end of this year, 1835, was at 
the rate of four per cent. 

At the commencement of 1836, the Bank, in 
addition to a branch at Waterloo Place, Pall-Mail, 
which had been opened when the head office in 
Thrograorton Street began business, established 
a branch in High-Holborn ; another at White- 
chapel ; and another in Wellington street, South- 
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wark. In the following June, a branch was 
opened at Oxford street. In this year the directors 
issued 9333 shares at a premium of 41. 10«. per 
share» by which, 41,9982. 10«. was realized in 
premiums. The total paid up capital on Decem- 
ber 31, 1836, amounted to 597,2252., on which a 
dividend was paid at the rate of five per cent. 

The coital of the Bank was fixed at 5,000,000/. 
sterling, divided into 50,000 shares of 1002. each. 
30,750 of these shares have been issued, and are 
now held by above 950 copartners, who have paid 
up 786,3002. When the remaining 20,000 shall 
have been issued, the paid up capital of the Bank 
will be 1,000,0002., with a power in the directors 
of calling up an additional sum of 4,000,0002. 
sterling. 

The condition of an account with a private 
Banker, is a certain balance in the Banker^s 
hands, unproductive to the depositor ; the London 
and Westminster Bank desiring to accommodate 
persons who had not the means of keeping large 
balances unemployed, but were willing to pay a 
commission for conducting their business, agreed 
to take current accounts upon a commission pro- 
portioned to the transactions carried on ; and also 
to receive, at two and a half per cent, interest, 
deposits of from 102. to 10002. 



312 ijoxiwk axo westmixster bank.' 

A fiutho* attempt was made to popidarize the 
sTstem of Banking in Lcmdcm, by aUowing interest 
upon smaD soms of nKmey lodged on deposit re- 
ceipts. Soms firom ten pounds upward are received 
on deposit, and interest aDowed if they remain 
only one month in the Bank, and they are at all 
times repayable upon demand without notice ; the 
system of cash credits^ as practised in Scotland, 
has not however been adopted ; temporary or per- 
manent lodgements are received of sums of lOOOl. 
and upwards, upon qpecial agreement as to the 
rate of interest and time of repayment. The rate 
of interest is usually governed by the state of the 
money market, and the principal is repaid at a 
fixed time, or at a few days^ notice, as may be 
agreed upon. 

The most interesting feature in the history of 
this Bank, is the contest it was engaged in with 
the Bank of England, respecting the right to ac- 
cept Bills drawn by its correspondents at a leas 
date than six. months. Being advised by counsel 
that this privilege might be lawfully exercised, not- 
\\ithstanding the Bank Charter Act, the directors 
resolved to try the question, and after a long litiga- 
tion, after an action at law, a suit in equity, a 
reference to all the judges, and an appeal to the 
House of Lords, were defeated. 
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The statement and balance sheet adopted at 
the eighth annual meeting, held March 2, 1841, 
showed: ^^that, after defraying all the current 
expenses, and after making ample allowance for 
all bad and doubtful debts, the net profits of the 
Tear amounted to 51, 300 J. Os, 9d. Out of these pro- 
fits the directors had paid in September a dividend 
for the half-year ending the 30th of June, at the 
rate of six per cent, per annum, on the capital of 
697,280/., and they then declared a dividend at the 
same rate, for the half-year ending the 31st of 
December, upon the increased capital of 786,300/^ 
After the payment of these dividends, which to- 
gether amounted to 41 ,507^. 8^., there remained from 
the profits of the year a surplus of 9,792?. 12«. 9d., 
which added to 46,215/. Ss, llcf., the unappropri- 
ated profits of former years, made the surplus- 
fund, arising solely from Banking profits, amount 
to 56,007/. 1 68. 8d. 

PROFIT AND LOSS. 

Df» £, 8, d. 

Payment of the dividend on the 
10th September, 1841, at the 
rate of 3/. per cent, on a capital 

of 597,280/ 17,918 8 

Payment of the dividend now de- 

p 
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clared at the rate of 3^. per cent. £. s. d. 

on a capital of 786,300;. . . . 23,589 

Balance of unappropriated profits 56,007 16 8 

97,515 4 8 



Cr. 

Balance of unappropriated profits 

31st December, 1840 .... 46,215 3 11 

Net profits of the year 1841, after 
defraying the total expense of 
management, and making provi- 
sion for all bad and doubtful 
debts 51,300 9 



97,515 4 8 



1842, Jan. 1. - 

Balance of unappropriated pro- 
fits brought down .... 56,007 16 8 

The popularity and success of the Xondon and 
Westminster Bank brought a competitor into the 
field in 1837, when the London Joint-Stock was 
advertized, and soon after began business. The 
nominal capital of this company is three millions, in 
60,000 shares of 50?. each ; 58,070 of these have 
been issued, and two calls of 5?. having been paid 
upon them, the actual capital is 589,700?. When 
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Hainmer8ley''s failed, the London Joint- Stock Bank 
took their premises in Pall Mall, and established in 
them a west end branch. At the ninth half-yearly 
meeting, held January 12th, 1842, the assets and 
liabilities, up to December, 1841, appeared to be — 

2>r. £. 8. d. 

To capital paid up, mz.^ 58,970 

shares, at 10?. each .... 689,700 
Amount due by the Bank . . 1,403,188 18 11 
Amount of the guarantee fund, 

30th June, 1841 72,412 19 10 

Six months^ interest thereon, at 

three per cent, per annum . . 1 ,086 3 11 

Amount carried to profit and loss 

account 43,660 2 2 



2,110,048 4 10 
Cr. 

By exchequer bills, government 

stock, and India bonds . . . 171,417 11 10 

Bills discounted, loans, and cash 1,902,755 13 

Building, fomiture, &c., in Prin- 
ces-street 24,000 

Ditto, ditto, in Pall Mall . . . 11,875 



2,110,048 4 10 
p2 
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The Union Bank -of London, which started in 
1839, has a nominal capital of 3,000,000?. sterling, 
in 60,000 shares of 501. each; 42,280 of these 
shares (on each of which lOL has been paid, making 
the ready-money capital 422,800?.) are in the hands 
of 730 proprietors. It has three establishments, — 
a head office in Moorgate-street, and two branches, 
one in Argyleplace and the other in Pall Mall 
East, taken when the Metropolitan Bank withdrew 
from business. At the general meeting held July 
12th, 1841, the a£&irs of the Bank' appeared 
to be — 

LIABILITIES. 

Dr. £. s. d. 

Paid up capital, 10?. per share, on 

42,270 shares 422,700 • 



° About the best thing a joint-stock Bank can have is a good 
manager, and perhaps the most valuable talent he can possess is 
the faculty of judging, when a bill is offered to him for discount, 
whether it is legitimate or not ; that is to say, whether it repre- 
sents a bond fide transaction between the parties to it. A friend 
of mine, a bill-broker in the City, tells me, that of all the men he 
has met in the course of business, the general manager of the 
Union Bank possesses this talent in the most extraordinary per- 
fection. The moment a London bill is shown him, he can tell 
whether a transaction to its amount can have properly passed 
between the parties ; and will give off hand the most minute and 
extraordinarily correct information regarding the means and 
credit of the drawer, accepter, and endorsers. 
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Due by the Bank on current ac- £. 8. d. 
counts, deposit receipts, (indu- 
cting interest accrued,) and for 

bills at six months^ date . • . 503,550 5 8 

Beserved fund, invested in three 

per cent, consols*, as per contra 2,032 13 

928,283 18 8 

Surplus profit . . 24,573 3 8 

952,856 2 4 



ASSETS. 

Cr. 
Gash in the Bank, in the Bank of 

England, loans, exchequer bills, 

and bills discounted .... 919,032 14 
2,213/. 4g. \\d. three per cent. 

consols, (reserved fund) . . . 2,032 13 
Bank premises, including freehold 

building in Argyle-place, and 

purchase of premises, 4, Pall 

Mall East 15,290 15 4 

Preliminary expenses ..... 16,500 



952,856 2 4 



p 3 
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APPBOPBTATfON OF THE SURPLUS. 

Dividend five per cent, on paid- £. s. d. 

up capital, viz. : 

Twelve months on 211,350?. 

Six months on . 211,350?. 15,851 5 

Set apart as an addition to the 

reserved fiind 2,000 

proportion of preli- 
minary expenses ...... 500 

Undivided profit— carried to profit 
and loss, new account for bad 
debts, and rebate of interest on 
bills not yet due 6,221 18 8 

24,573 3 8 



Profit, as above, after deducting 
all expenses paid or due, and 
interest (7555?. lis. Irf.) al- 
lowed to customers on their 
deposits and current accounts . 24,573 3 8 



The Commercial Bank of London is the last of 
the London joint-stock Banks that came into the 
tield. It differs in point of constitution from its 
eoni|>etitoi'S in luiving its shares of so large an 
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amount as 1000?. each. When Messrs. Wright 
& Co. failed, the Commercial Bank purchased the 
house in Henrietta-steet, Covent Garden, and being 
joined by several new trustees and directors, con- 
nexions of the extinct firm, added a West-end 
branch to its establishment in the city. 

By the annexed account laid before the general 
meeting of the shareholders, July 19, 1841, it will 
be seen that, after deducting current expenses, and 
bad and doubtful debts, a balance of 5,658?. 28. 7d, 
was left at the disposal of the meeting, from 
which the directors proposed to declare a dividend 
of four per cent, on the paid-up capital, to be 
calculated from the opening of the Bank, and 
from the day of the payment of the respective 
calls. This amounted to 2684?. 145. 3c?., leaving a 
balance for rebate of interest upon bills not due, 
and to commence the formation of a guarantee 
fund of 2,9 73?. Ss. 4c?. 

BALANCE SHEET. 

Dr. 

Subscribed capital . . 400,000?. £, s, d. 

Paid-up ditto 80,000 

Balances due to customers of the 

Bank 168,977 19 5 
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Account of tfae Aggregate Amount of all the 
Notes of Private ancl Joint Stock Banks in 
England and Wales in Oirculatioa on the last 
day of every Week % from the passing of the Act 
3 & 4 William IV, c. 83, to the 28th March 
1840. 
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August 31.. 


220 


fl,667.9(i3 


.10 


1,(W(1,007 


6.738,970 


September 7 


235 


sjwsjiafl 




1,087,018 


7,o;6-978 


Octobers .. 


346 


6.640.129 


31 


1,197,M4G 


7,043,475 


November 3 


349 


6^4^75 


32 


1,342,777 


8,117,063 


December 7 


3G0 


6^5,139 


34 


1,203,010 


7,558.739 


1834. 
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as8 


<i.607,l20 


30 


1^4,050 


7,731, 17fi 


Febniary 1 


2.W 


6,63H,6{I2 


30 


1,294,331 


7,932,913 


March I.... 


859 


6,444,023 


39 


1,407,874 


7.061,897 


Aprils .... 


259 


7,017.086 


39 


1,480,831 


8.503,006 


«Uy3 


251) 


7,004,781 


43 


1,619,041 


8,624,433 


June 7 .... 


363 


6,536^14 




1,475,009 


8,002,333 


JoIyS 


365 


6.341,756 


46 


1,631,902 


7,873,668 


August 2 . . 


265 


fi,'JC9,flG3 


46 


1,613,033 


7Jie3,480 




366 


6.463,578 


48 


1,607,420 


8.070,998 


October 4 . . 


268 


6,900,688 


43 


1.705.999 


8.073,887 




268 


7.054,164 




1,854,843 


8JKfJ,007 


December 8 


268 


6,404,587 


48 


1,760,102 


8,214,089 



' The OTigiiuI return (Report 1840 ; Appendix, pp. 26S-270 ;, 
Beport 184] ; Appendix, pp. 281-282.) from which this account is 
abridged, ia made up for the last day gf every week— I have 
thoo^t it enough to f^ve here the circulation on the laM day of 
tin Jinl week in ewh month. 
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271 
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50 


1,881,024 


8,632^ 


M^tM.7.... 
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6^4,401 


50 


1,916,386 


«,469;787 


April* .,,, 


»70 


6,839,*ft« 


00 


2,016,794 


8,865,250 
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7,062^1 


60 


8,168,962 


9.221,263 


Ja^6 .... 
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6,«3,842 


60 


8,189.121 


8,832,963 


July* 


87* 


6500,008 


60 


2,108,105 


8,608,113 


Asgutf 1 .. 


37B 


6,M4,80B 


60 


2,110,392 


8,655,200 




276 


6,413,303 


62 


2,130,176 


8,543,528 


OoMberS .. 


27« 


8,797*61 


62 


8,a0»,643 


9,097,804 
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6,970,363 


62 


2.415,362 


9,385,607 
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63 


8,364;KI0 
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8,064,846 
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6,81 4^2S 


6« 


2.608,26.1 
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68 


2,794,322 
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Aprii2 .... 


278 


7,277,006 


69 
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10,278,751 


M.J 7 .... 
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69 
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10,684,183 


JuiTal .... 
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03 


3,130,630 


0,902,572 


July 3 
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6,660,109 


73 


3,253.224 


0.911,333 


August 6 .. 


28-2 


6,701,143 


76 


3,610,969 


10,212,111 


Seiitember 3 


2rt2 


6,S70.6a8 


77 


3,612,624 


10,192,222 


October 1 .. 


281 


6,810,934 


78 


3,866,380 


10,677,314 


November 5 


281 


7,022,495 


84 


4,09.%460 


11,116,966 


December 3 


28) 


6,700,680 


84 


3,774,374 


10,476/W4 


1B37. 
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381 


6,772,002 


84 


3,629,092 


10,401,084 


Febrnary 4 


281 


e,8;i8,7ll 


84 


3,636,159 


10,474.870 


MarcU4.... 
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83 


3,568,403 


10,119,854 


April 1 .... 


281 


6,856,653 


83 


3,705,310 


10,561,963 


MiLvG 


283 


6,922,041 


83 


3,721,582 


10,643,633 


Junes .... 
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July 1 .... 
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83 


3,355,703 
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Auguflt S . . 
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6,210,379 


86 


3,350,:W7 
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6,240,719 


88 


3,438,453 


9,680,172 
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86 
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3,10.\aO2 


10,157,701 


1838. 












Junary 6 . . 


S87 
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88 


3.753,874 


10,341,028 


Februarys" 


M7 


6,692, US 


88 


3.812,37(1 


10,604,686 


MkrehS.... 


S88 


6,664^12 


68 


3.864,637 


H',428.649 


tby 6.. '.'.'.'. 


288 


7^87,154 


88 


4;i01,3.SO 


11,388,604 
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7^4,6:;; 


88 


4,442,654 


11,667,161 


Jui^S .... 


288 


6^00,126 


88 


4,316,830 


11,206,»G6 


July 7 .... 


287 


C,778.6»4 


88 


4,2riB,8!W 


1 1,047.484 


Augmt 4 .. 


287 


8,717,001 


88 


4,208,928 


10^)26,939 


September 1 


887 


«,672,»I6 


88 


4,207,968 


10,880,864 


October 6 .. 


286 


7.103,102 


88 


4,667,671 


11,690,703 




286 


7,347,3«2 


88 


4,732,763 


13,080,126 


December! 
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7,113,916 


88 


4,629,068 


11,642,983 
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April » .... 
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89 
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90 
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BO 
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11,244,830 
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6,737,366 
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7,268,846 


90 


4,367.841 


11,620,086 
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7,391,440 


»l 


4,437,973 


11,829,413 




2ua 


6,796,663 


ei 


4,036,638 


10,832,301 


1840. 
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281 


6,563,621 


00 


3.896,538 


10,449,159 


Fobraary 1 


280 


6,606,147 


91 


3,031,991 


10,53;,I38 
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4,288,086 
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6^86^47 


93 


4,071,836 
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July 4 .... 




6,362^48 


ys 


3,777.693 


10,129,941 


August 1 .. 


289 


6,291,093 


S3 


3,676,300 


9,867,293 


Septonber S 


289 


6,203,6ftfi 




3.694,184 


9,861,840 


October 3 . . 


289 


8,706,1 M 


93 


34111,915 


10,818,050 






6,716,806 


93 


3,921,805 


10,638.811 
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290 


6,251,688 


94 


3,626,401 
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1841. 
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287 


6,136,651 


91 


3,514,170 


9,644,781 


February 


287 


635«,a30 


91 


3,592,332 


9,848362 


March 6 .. 


287 


6.223,647 


91 


3,666,362 


9,879,999 


Aprils .... 


287 


6,690,967 


91 


3,860,119 


10,461,086 


Mttj 1 .... 


287 


6,641, SOB 


91 


3,945,429 


10,587,237 


Junes .... 


287 


U,0GI^45 


01 


3,6I9;203 


9/181,148 



N.B. These two sela of official retuma, one weekly and Ibe 
other quarterly, have been published by the Stamp Office, and 
printed by order of the House of Commons. They differ in 
amount as much as two mLIUonB, which has been ascribed eiUier 
to the failure of certain Banks, to their having joiued other com- 
panies, or to their inabihty to comply with the directions of the 
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CHAPTER VIII. 



Banking free in Seotland, not bo in America — Failures rare 
amongst Scotch Banks, and profits considerable — Their su- 
periority over English Banks — Their number — Their small cir- 
culation — Statistics illustrative of — Their cash — Credits and 
dearanoea — Account of the Bank of Scotland. 



Scotland is about the only country, in which it 
can with any propriety be said that free banking 
prevaik ; and it tells much in favour of the system, 
that in no other country has Banking entailed so 
few losses, or conferred so many benefits upon the 
conmiunity. We constantly in disquisitions upon 
Banking, hear men talk of the free trade in Bank- 
ing existing in the United States of America. 
Nothing can be more common, particularly in the 
House of Conunons, and nothing more incorrect 
than averments of this kind. Banking is by no 
means free in America. No man or body of men 
can issue a note in any part of that repubUc without 
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a charter * from the state in which the Bank is to 
be located, and soch charter always contains a 
danse of limited responsibility. These conditions 
are incompatible with free, and not very fitvourable 
to good Banking — they are almost sore to lead to 
dvouritiBm, partixanship, improvidence, and loss. 
In Scotland there is nothing of this kind: all Banks' 
in that countiy are upon an eqnal footing ; no 
monopdy, or exdosive privil^es, no limitation of 
partners are known amongst them, and it is highly 
to the praise of the plan and system upon which 
they have been founded and are conducted, that 
fiulures are rare in the extreme amongst them, 
whfle considerable profits have been derived from 

1 5419. Are any but chartered Banks allowed to issue UiQpr own 
notes ! — I believe none but chartered Banks, with the exception 
of a single Bank by Mr. Girard, a person of very high character 
and wealth, who has recently died. 

5420. Are they prevented by law from issuing ! — Yes, I under- 
stand they are prevented by law. — Commow^ Mepori, Bank of 
England Charter, etc. 1832,— Evidence of Mr. T. Tooke, 

* So little of legislative interference has there been with regard 
to the monetary s^nstem of Scotland, that ^ the issue of promis- 
sory notes, payable to bearer on demand, for a less sum than 
twenty shillings, has been at all times permitted by law, nor has 
any Act been passed limiting the period for which such issue shall 
continue legal in that country. In England the issue of promis- 
sory notes for a less sum than five pounds was prohibited by law 
from the year 1777 to the period of the Bank restriction. — He- 
port, Commons* Committee, 1826. 
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their operations. In 1793 and 1825, when so 
many English Banks were carried away, not a 
single Scotch Bank stopped. 

To my mind it is the system here that is prin- 
cipally meritorious. I will allow credit for the 
remark that points to the habits of the people — to 
their industry, economy, and perseverance ; I will 
admit that virtues of this description will work 
their way in the face of great difficulties, and cover 
a number of imperfections. I am also prepared 
to aUow that the Scotch Banks have been ma- 
naged with great skiD and acuteness, and that there 
are peculiar facilities afforded by the Scotch law for 
reaching the property of debtors * ; but after giving 
due weight to these things, separately, I cannot, 
seeing a marked and uniform difference between the 
results of Banking in Scotland and in England — 

* A creditor in Scotland is empowered to attach the real and 
heritable, as well as the personal estate of his debtor, for payment 
of personal debts, amongst which may be classed, debts due by 
bills and promissory notes, and recourse may be had, for the 
purpose of procuring payment, to each description of property at 
the same time. Elxecution is not confined to the real property 
of a debtor merely during his life, but proceeds with equal effect 
upon the property after his decease ... No purchase of an 
estate is secure until the seisine (that is the instrument certifying 
that actual delivery has been given) is put on record, nor is any 
mortgage effectual until the deed is in like manner recorded. 
These records are accessible at all times to all persons. 
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and notiDg eoncoireiitfy oertam eese^^ 
between tbe two systama, I cannot, I aay, but 
Mcribe the anperior advantages of the one over 
the other, in a great measure to a diflference in tbe 
systems themselves. 

There is I believe bnt one Bank in Scotland, 
that of Alexander Allan and Oo., which is not a 
Bank of iasne. According to the Oommons* report 
on Banks of issue in 1841, there were then twenty- 
nine Banks of issue in Scotland, making veeekfy 
returns of their circulation to the Stamp Office, 
pursuant to the statute. Bnt two of these. Sir 
W. Forbes, and the Olaagow Union, have become a 
united company with two establishments. In 1825 
the number was 32. This summary, however, does 
not sufficiently indicate the fluctuations, or rather, 
the degree of speculation that has prevailed in 
Scotland in matters of Banking. It appears by 
the evidence given by Mr. Kennedy, manager of 
the Ayrshire Bank, to the Commons^ Committee of 
the same year, that five Banks had been consoli- 
dated with others during the interval named, and 
eight had become extinct ; — 

The Dimdee Commercial, coalesced with the 
Eastern Bank ; the Paisley Banking Company, 
with the British Linen Company ; the Paisley 

3 
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Union with the Glasgow Union ; and the Thistle, 
with the Glasgow Union. 

The Banks that became extinct were, The Com- 
mercial Company of Aberdeen, New Bank of 
Dundee, Exchange and Deposit Bank, (Maberle/s,) 
Bamsay, Bonner and Go, Falkirk Banking Com- 
pany, Perth Union, Fife Banking Company, and 
Sterling Bank. Mr. Kennedy said that no loss 
had accrued from any of these, except the Falkirk 
and Sterling Banks — but this must be a mistake. 
Maberley^s Exchange and Deposit Bank failed for 
a large amount, and is said to have paid only S^. 6d. 
in the pound. 

The names of the different Banks, and the places 
at which their head offices are situated are as 
foUow : 

EdmJbwrgk — Bank of Scotland. 

— Boyal Bank of Scotland. 

— British Linen Company. 

— Commercial Bank of Scotland. 

— National Bank of Scotland. 

— Sir William Forbes & Co. 

— Edinburgh and Leith Bank. 
Aberdeen — Aberdeen Banking Company. 

— Aberdeen Town and Country Bank- 

ing Company. 
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Aberdeen — North of Scotland Banking Company. 
Arbroath — Arbroath Bank. 
Ayr^ Ayr Bank. (Hunter & Oo.) 
— Ayrshire Banking Gompany. 
Dum/riee — Southern Bank of Scotland. 
Dundee — Dundee Banking Company. 

— Dundee Union Bank. 

— Eastern Bank of Scotland. 

Glasgow — Glasgow and Ship Banking Company. 

— Western Bank of Scotland. 

— Glasgow Union Banking Company. 

— Clydesdale Banking Company. 

— City of Glasgow Banking Company. 
Greenock — Greenock Bank. 

— Renfrewshire Banking Company. 
Inverness — Caledonian Banking Company. 
Leith — Leith Banking Company. 

Paisley — Paisley Commercial Banking Company. 
Perth — Perth Banking Company. 
— Central Bank of Scotland. 

Of these twenty-nine Banks, twenty-three are 
joint-stock, and of the latter three are chartered. 
The whole have 368 branches amongst them, and 
the population of Scotland being two and a-half 
millions, it follows that there is a Bank for every 
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6000 persons. The shares of all the Banks sell at 
the rate of 143^ on their paid up stock ; those of 
the joint-stock companies at 150^; the average 
dividend per annum on the former is 6^ per cent. ; 
upon the latter 6^.^ 

But though the number of Banks has decreased 
in Scotland since 1825, the increase of Banking 
business has been considerable. It appeared in 
the Bicport of the Glasgow Chamber of Commerce 
for the past year, that " The first return of the 
circulation was made in Scotland in 1825. Every 
one knows the extraordinary advance which Scot- 
land has made between that period and 1840. For 
instance, in the former of those years she manu- 
factured 55,000 bales of cotton; in the latter 
120,000 bales. In 1826, the produce of the iron 
furnaces was 33,500 tons ; in 1840, about 
250,000 tons. In 1826, the Banking capital of 
Scotland was 4,900,000^. ; in 1840, it was about 
10,000,000^. : yet, with all this progress in in- 
dustry and wealth, the circulation of notes, which 
in 1825 varied from 3,400,000?. to 4,700,000?., 
was in 1839 from 2,960,000?. to 3,670,000?. ; and 
in the first three months of 1840, 2,940,000?.'' 

* Appendix^ p. 303. CommonB' Report, 1841. 



sits FKCULIAE FKATUSC8. 



Mr. Kennedy consideTB that there are not more 
Banks at the present nunnent in Scotland than are 
necessary, and although the profits are kept very 
k>w by competition, that there stiU is room for alL 
In comparison with .the increase of the Banking 
estaMishments, there is a diminution in the amomit 
of notes drcttlated. Free competition, and the 
multiplication of Banks and branches, have, in his 
opinion, a tendency to diminish the amount of 
notes in circulation. 

Here then is another curious feature in the 
case. We have to admire the long-continued and 
safe note-circulation of Scotland, compared with 
the heedless irregularities and destructive insecu- 
rity of the currency of England, and we have to 
wonder at the ease and simplicity with which a 
progressive commercial, manufacturing, and agri- 
cultural business is carried on, with what in Eng- 
land would be considered an extremely dispropor- 
tioned circulating medium — one, moreover, which 
is almost wholly of paper; for so small is the 
quantity of gold in Scotland, that many a shop- 
keeper does not take a sovereign once in six 
weeks. 

Mr. Crosbie, Manager of the National Bank of 
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Scotland has entered into some details upon this 
subject in his remarks on the Scottish system of 
Banking, which are not a little curious. That gen- 
tleman finds, upon referring to official returns and 
other documents of authority, that the Bank note 
circulation of England and Scotland from Septem- 
ber 1833 to March 1840, both months included, 
stood respectively thus : — 





In England. 


In ScotUnd. 




£. 


£. 


At the highest . 


. 31,503,000 


3,122,000 


At the lowest 


. 20,381,000 


2,766,000 



The population by the census of 1 831 was for Eng- 
land 13,900,000 and for Scotland 2,400,000 ; the 
amount of the rental for England was 34,330,000^., 
for Scotland 4,850,000^. ; the quantity of shipping 
amounted in England to 1,800,000 tons, in Scotland 
500,000 tons ; and the number of acres under til- 
lage in England were 12,000,000, in Scotland 
2,600,000. 

From the preceding data it follows, that if the 
circulation of notes in Scotland had been on a 
par (in amount) with that in England, then the 
Scotch circulation should, in proportion, have been 
to its 
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IllgllCit. IiOWQBL 

£. £. 

Population .... 5,300,000 5,^)0,000 

Rental 4,400,000 3,800,000 

Shipping 8,900,000 7,200,000 

Tillage 6,500,000 6,600,000 

Whilst in fact the drcolation of Scotland was 
only, during the same periods, at the hi^iest 
3,122,000;., lowest 2,765,000 

These results unquestionably show a very limited 
amount of bank-note circulation in Scotland, and 
an extreme economy in the use of money. 

Two practices are uniform in Scotch Banking, 
which have frequently been commended, the one as 
affording great accommodation to the people, the 
other as giving great stability to the Banks: I 
allude to the system of cash credits, and the clear- 
ing system observed by the Bankers. The former 
has been very well described in the Report of the 
Lords' Committee of 1826 on Scotch and Irish 
Banking. In copying it I shall only add, that it is 
a boast with Scotch Bankers, that many of their 
most successful agriculturists and wealthiest manu- 
facturers have owed their prosperity to a cash 
credit. " There is also,'' say their lordships, " one 
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part of their system which is stated by all the wit- 
nesses (and, in the opinion of the Committee, very 
justly stated,) to have had the best effects upon 
the people of Scotland^ and particularly upon the 
middling and poorer classes of society, in producing 
and encouraging habits of frugality and industry : 
the practice referred to is that of cash credits. Any 
person who appUes to a Bank for a cash credit, is 
called upon to produce two or more competent 
sureties, who are jointly bound ; and after a full 
inquiry into the character of the applicant, the 
nature of his business, and the sufficiency of his 
securities, he is allowed to open a credit, and to 
draw upon the Bank for the whole of its amount, 
or for such part as his daily transactions may re- 
quire. To the credit of the account he pays in 
such sums as he may not have occasion to use, and 
interest is charged or credited upon the daily ba- 
lance, as the case may be. From the facility which 
these cash credits give to all the small transactions 
of the country, and from the opportunities which 
they afford to persons who begin business with Uttle 
or no capital but their character, to employ profit- 
ably the minutest products of their industry, it 
cannot be doubted that the most important advan- 
tages are derived to the whole community. The 



336 CLSAEAKCX STBTXM. 

advantage to the Banks wlio grre these cash creditB 
arises from the eaU which they oontinnany prodnoe 
for the issae of their paper, and from the c^porto- 
nity which they affiird for the prafitaUe empby- 
ment of part of their deposits. The Banks are 
indeed so sensible that in order to make this part 
of their business advantageoos and secore, it is 
necessary that thdr cash credits shonld (as they 
expressed it) be frequently acted up<Hi, that they 
refuse to continue them unless this implied condi- 
tion be fulfilled. The total amount of their cash 
credits is stated by one witness to be five millions, 
of which the average amount advanced fay the Banks 
may be one-third. 

^' The expense of a bond for a cash credit of 6002. 
is 42. stamp-duty, and a charge of 10s. 6d, per 
cent, for filling it up.**' 

The Scotch Bankers^ clearances are upon the 
plan of the clearing-house in London, with this 
important difference, that the former are made to 
regulate the currency of Scotland. That, as al- 
ready observed, consists almost wholly of bank- 
notes. 

The present stock of notes in the Banks, and 
circulation in the hands of the public in Scotland, 
being estimated at seven millions, of which, it ap- 
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pears, the proportion in small notes is three mil- 
lions, it would require an import of gold of from 
two and a half to three millions to supplant them. 

The circulation of small notes by the Bank of 
Scotland bears a proportion of twenty-six to every 
fifteen value of large, on an average of the last 
seven yeare. The stock on hand of small notes 
bears a proportion of six to every seventeen value 
of large. The total in stock and circulation of 
small notes bears a proportion of three to every 
four value of large. 

The amount of notes exchanged per annum by 
the Banks in Scotland, is believed to be not under 
one hundred millions delivered, and one hundred 
millions received. The Bank of Scotland alone 
delivers ten millions, and receives in exchange as 
much. The system of exchanging notes was begun 
in 1752 by the Bank of Scotland and B>oyal Bank, 
under certain rules then agreed upon. A copy of 
the present regulations of the Banks for the ex- 
change is given in the Commons^ Report of 1841. 

These regulations were settled by the principal 
Bankers at Edinburgh in 1835 ; they take place 
twice a week, on Tuesdays and Fridays, at 
Edinburgh ; and for Glasgow, on Wednesdays and 
Saturdays. Payments are made in exchequer-bills. 
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Uank of England notes of the yaloe of 1002. or up- 
wards, or gold. Bank of England notes are only 
to be employed to pay the fractional parts of 1,000/. 
The amount of exchequer-bills, of 1,000/. each, to 
be kept in the circle, is fixed at 400,000/., to be 
apportioned as follows : — 



Bank of Scotland . . 


. 63,000 


Boyal Bank . . . . 


, 62,000 


British Linen Company 


. 50,000 


Sir W. Forbes and Co. 


. 50,000 


Commercial Bank . . 


. 50,000 


National Bank . . . 


. . -50,000 


Tjeith Bank . . . . 


. , 15,000 


Glasgow Union Bank 


. 35,000 


Western Bank . . 


. . 25,000 



Each bank is so to arrange its transactions as 
to maintain its quota in the circle at all times, and 
the amount of exchequer-bills held by each Bank 
is to be stated every exchange day in the clearing 
room ; when the exchequer-bills accumulate, it 
is imperative on the party holding the greatest 
amount to sell to the party in want of them; 
having regard to their original quota. Interest for 
eight days, equal to one shilling per cent, is to be 
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fttid upon the purchase and sale of exchequer-bills, 
* by ft draft on London at five days date, the piu*- 
diafier paying the stamp; if the exchequer-bills 
aoeumulate in the hands of a party so as to exceed 
. their original quota by more than one-third, they 
tSB^Ye the power to call upon the party holding the 
smallest amount to purchase the excess : but it 
18 not imperative on any party to take more than 
18 required to bring up their stock to two-thirds 
of the original amount. The exchanges are to be 
made at the Bank of Scotland and Boyal Bank 
alternately ; the statement of balances after they 
are struck to be sent to the respective Banks, from 
the clearing-room by their clerks ; and the clerks 
of the Banks^ creditors, to be in waiting to receive 
the amount due to them at twelve o'*clock. The 
British linen company send to the Bank of Scot- 
land and Boyal Bank alternately a statement of 
their exchange transactions, signed by the ma- 
nager. The clerk brings over exchequer-bills. Bank 
of Ekigland notes or gold, for payment of any ba- 
lance that may be due by them, and receives ex- 
chequer-bills, Bank of England notes or gold for 
such balances as may be due to them on the day's 
transactions : parties to the agreement have the 
power of withdrawing from it, and receiving back 
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There is m fUD accoont of the Bbnk of Scothnd in 
the AppendisL to the GomnianB^ Report on Bbnks of 
iMK, IMl, fromfriiidimfinrgenenlYiev of these 
Bnks is to be gathered— The Bbnk cf SeoOmd 
WW eBtdbfiehed in 1695, I7 sn Act cf the Scottidi 
Porlianieiit, WDfiun, pari. 2. 8. 5, whkh hoB been 
eootinaed and regulated bj anbaequent aeta of the 
lepJatore of the United Kingdntn, The aobaeribeia 
are a body eorprarate and poGtie, with perpetod 
aoeeeoBon, by the name of the Governor and Oom- 
panj of the Bank of Seothmd. Thnr original 
capital was l,200,000f. scots., of which only 10 
per cent., or 10,0007., was called op and employed 
until 1720. In 1744 its capital was increased to 
200,000;. The 44 Geo. 3. c. 23, the last act passed 
respecting the company, authorized an increase of 
capital to the amount of 1,500,0007. sterling, of 
which one million sterling has been paid up. The 
responsibility of the partners is limited to the 
amount of their shares, upon which the dividend for 
1841 was six per cent. 

The management of the Bank is in a governor, 
deputy governor, twelve ordinary and twelve extra- 

■nary directors, elected at the annual meeting of 
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the proprietors, and of whom seven are a quorum : 
every 2501. stock gives one vote, but no person can 
have more than twenty votes. The extraordinary 
directors seldom act. The ordinary directors divide 
themselves into three committees of four each, who 
act in weekly rotation. These committees meet 
daily, Saturdays and Sundays excepted ; the direc- 
tors meet once a week and review the proceedings 
of the committee. 

The directors appoint the treasurer, secretary, 
and officers, but a general meeting of proprietors 
has power to remove them. 

Branches were first attempted by the Bank of 
Scotland in 1696, when agents were appointed at 
London, Glasgow, Aberdeen, Dundee, and Mon- 
trose; but the expenses of these establishments 
far exceeded their^ profits, and they were soon dis- 
continued. In 1731 the experiment was repeated, 
but though tried for a term of two years, was 
abandoned as a failure. In 1774 the Bank began 
*' to lend out money upon good security^' at Dum- 
fries and Kelso, a practice which it shortly after 
followed up at Kilmarnock, Ayr, Stirling, Aberdeen, 
&c., and thus gradually established itself in the 
provinces. 

The agents at these branches are sworn officers, 
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v.^. xt-rti ',i& ie^^jfeT:* r' >r ivehre manili&. at four per 
'.-^rr.-*.-. ^>d on thosie' fir six moatl^ at three per c«t. 
In M^'f'l Dotes pajalJe to onfe" by the trasurer 
wi^tt uhfA as regular ii^tmiDeDts of bosiness. In 
J ''JO dcfjojfh niro-ipts were commeneed, and have 
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Seotland was, in 1699, eight per cent, for sums 
Aove fifty pounds, and twelve per cent, for sums 
wider, with an abatement of two per cent, if re- 
gnlariy paid every half-year. In 1706 it was six 
per cent., in 1715, five per cent. Until 1 762 bills 
mppear to have been used for loans from the Bank, 
and, though drawn generally at sixty days sight, not 
io have been paid for months and years after they 
became due. After 1762 they began to be dis- 
ooonted, and paid in the usual manner. 

The Bank of Scotland began to give cash credits 
in 1729. 

This Bank, with others, remits the public revenue, 
for which it gives security by transferring so much 
stock into the books of the Bank of England, for 
each board of taxes, into the names for the time 
being of the chairman of such board, and the 
governor of the Bank. 

Scotch Banking is so uniform, that a word or 
two more upon the other Banks will suffice for 
all purposes of general information. The Boyal 
Bank was formed in 1727; its original capital of 
161,000/. is now 1,500,000/. The Royal Bank 
has a charter, as also has the British Linen Com- 
pany, which was projected for the manufacture of 
linen, a speculation soon abandoned. It is now, 
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evils with which the currency of England has been 
so rife for many years have been assigned to a 
variety of causes ; but to none, in my judgment, 
with less reason than to Banking in Scotland. 

For myself, I can only aver in closing this short 
and imperfect account, that the good the Scotch 
Banks have done, and the wealth they have pro- 
duced, appear to me to show an admirable system, 
worthy of all praise and close imitation. 
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CHAPTER IX. 

Bilking in Ireland — Its wmltnM and u|Hit«iuM — ^IXrided into 
thfee perioda->Hi8tory of «adi— Banking befim tbe eatabfish- 
ment of the Bank of Irdand—Tbenoe to tbe introdnetkn of 
joint-atock Banks— Sobaeqaent faiatarjr— The Bank of Izdand 
a ekiae monopoly, like the Bank of Kngknd — Its biatoiy and 
proQta— Its exceaaiTe circolalion prompta the private Banks to 
increased iasuee — They all &il — PartienlarB of ttieae misfortoBfea 
— IniproToments effected by joint-atock Banks — Gonstitation, 
aiMetis liabilitios, diWdends, &c. of tbe Hibernian, Proyincial, 
National, Agricultural, and Belfast Banks. 

Ban'kixc; in Ireland, like most things Irish, was 
fomierly mixed up with no light or inconsiderable 
(Mirtion of mischief and oppression, but has of late 
received its fair share of the improvements which 
the liberal influence of the age, has so properly 
extended to many of the settled institutions of that 
valuable section of the United Kingdom. 

The Irish Banks now carrying on business, are 
the Bank of Ireland; the Hibernian and Boyal 
l^nks ; the Provincial and National Banks of 
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Ireland ; all joint-stock companies ; as are also 
the Northern, Bel&st, and Ulster Banking com- 
panies. The private Banks are those of Latouche 
and Co., Balls and Co., and Boyle, Low, and Pim, 
all three in Dublin, and the second a Bank of issue 
with a small circulation \ 

The facts of the case divide the history of Bank- 
ing in Ireland into three distinct periods, namely, 
jfirst the progress of Banking before 1783, when 
the Bank of Ireland was chartered ; secondly, from 
1783 to 1824, when joint-stock Banks were intro- 
duced; and, thirdly, the period between 1824 and 
the present time. By recapitulating the principal 
events of these three intervals, we shall be able to 
contrast the effects of one state of things with 
another, and fairly decide how far there are grounds 
for maintaining, that the trade and commerce of 
Ireland have improved under one or the other. 

The literary history of the monetary affairs of 
Ireland, may be held to begin with Wood's half- 
pence, and the celebrated Draper's Letters. Banks 
arise where commerce flourishes and money accu- 

^ I have taken this chapter h^m a pamphlet entitled *' Remarks 
on the renewal of the Bank of Ireland charter, with a sketch of 
the history of Banking in Ireland, hy George Lewis Smyth ; Lon- 
don, H. Hooper.'* 
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eriairfO, They proposed. 
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by reason of the great scarcity of silver coin, to 
raise, on the security of their estates, a joint-stock 
of 500,0002. which as the best means of attaining 
solidity, they engaged to invest in land, and supply 
the public with commercial paper at no higher 
price than five per cent. The application was 
favourably received and recommended to the notice 
of Parliament in the Duke of Bolton^s speech from 
the throne in 1721. The Commons afiirmed the 
proposal, but took care to show that they were 
not prepared to enter upon any loose, or ill-digested 
legislation. They expressly stated, that, unless the 
foundation of the Bank was solid and good, and un- 
der proper regulations and restrictions, it would not 
contribute to restore the credit, or support the 
trade of the country. Leave was given to bring 
in the heads of a bill, which proceeded as far as 
a Committee, in which it was lost upon a close 
division '. 

This failure has been hastily ascribed, by some 
English writers ', to the ignorance of the majority 
of the Irish house of Commons. But there are 
reasons for believing that the Commons of Ireland 

> Journals of Commons of Ireland, 1721. 
» Sinclair, Hist, B&v, vol. iii. ; Wakefield, PMical Survey of 
Irdandf vol. ii. 
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n^NV not 80 very ignorant of the subject, or of 
th^ wmntB of thdr fidlow-countrymen, as has 
Kmh ivprooented. The truth i^ypears to be, that 
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cannot act conustently with the interests of the 
nation ^. The two applications were referred to the 
Lords Justices, who made a report to the Lord 
Lieutenant distinctly in favour of the Abercom 
project. A commission was then issued under the 
great seal for receiving voluntary subscriptions to 
establish a Bank, to which, upon the amount being 
raised, a Charter was to be granted ; but, in the 
mean time, the house of Commons had taken alarm 
at the plotting and corruption by which the scheme 
had already been tainted : they feared, and not 
without reason, that the circumstances of the 
country did not admit of the establishment of a 
Bank which would discharge its functions inde- 
pendently, and . they naturally dreaded the con- 
sequences which must ensue, if the circulating 
medium should come to be at the disposal of the 
minister of the day. Under these impressions they 
rejected the Bank bill, with some strong declara- 
tions of dissatisfaction and alarm. 

The session of 1722, however, did not close 
without an Act for securing the public from some 
of the injuries produced by the defective Banking 



* Memorial to Lords Justices, Appendix c. c. Journals to House 
of Commons, 1721. 
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business of the period. The 8th Geo. I. c. 14, 
provided that Bankers^ unpaid notes should bear 
interest ; that no Banker should fraudulently alien- 
ate his property ; and that real estates, left at his 
death, should be available for the payment of his 
'notes. This appears to have been the second 
general enactment connected with Banking in 
IreUnd, the first having been the 8th Anne, c. 11, 
passed in 1709, and entitled, ^^An Act for the 
better payment of inland bills of exchange, and 
making promissory notes more obligatory.^ From 
that law it would seem that mercantile pi^>er was 
then in the lowest state in Ireland, for power was 
given by it to protest inland^ as well as foreign 
bills and promissory notes for more than five 
pounds, upon non-acceptance or non-pajrment ; 
and the same law was, for the first time, applied 
to promissory notes and Bank notes, which were 
declared legally transferable, and the usual right 
of action given in cases of their non-payment. The 
persons principally engaged in Banking, at this 
juncture, would seem to have been goldsmiths, 
merchants, and general traders, and the business 
to have consisted in little more than the deposit of 
y, for safe keeping, with persons who held a 
3 office for that purpose, and who gave, for 
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moneys so lodged, receipts or promissory notes, 
payable at a certain date. 

The efforts made to better the conmierce and 
currency of Ireland, having been limited to the 
single act of Parliament already cited, we are 
naturally prepared to meet with renewed complaints 
of the scarcity of silver, and the hindrance given 
by it to manufacturers and retail trade. These 
continued to prevail, with more or less strength 
and frequency, until 1735, when the interference 
of Government was again emphatically called for, 
and not without reason ; for such, we are assured, 
was the dearth of coin, that a single piece was 
traced at one market, in the north of Ireland, 
serving the purpose of five successive bargains, and 
suffering a depreciation of sixpence on each. After 
the publication of various tracts, and much dis- 
cussion, during which it was remarked, as rather 
curious, that the Bankers took no part in the 
argtmient. Government promised relief, and, after 
still further hesitating and delaying, produced, in 
1737, a new coinage for Ireland, and settled a 
scheme of exchange, by which the value of the 
coin circulating in the country was fixed at a cer« 
tain rate, which made the English guinea of the 
value of IL 28. 9d. ; the English shilling. Is. Id. ; 
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and various current foreign coins, in gold and silver, 
of proportionate amounts, or what were pronounced 
such, for there were not wanting disputants to main- 
tain that some foreign coins, particularly Spanish 
and Portuguese, were unfairly depreciated. 

If we bear in mind that this was a period during 
which every one was free to issue not only Bank 
notes, but copper and silver coin ; that there was 
no bankrupt law ; and that when a Bank failed, 
the slow and uncertain process of a special act of 
Parliament was required to wind up its affairs, in 
case the improvident establishment left a wreck 
behind worth the cost of salvage; we shall pro- 
bably be surprised to find that, proceeding from 
the year 1 720, as our starting point, we have no 
record of a Bank breaking until 1732, when Meade 
and Curtis stopped payment, and the 5 Geo. 11. 
c. 23, passed for the relief of their creditors. Two 
years afterwards. Burton and Falkener, established 
in 1720, failed, and gave occasion for the 7 Geo. 
II. c. 26. For some twenty years or so longer, 
the tide of monetary affairs flowed muddily on with- 
out any extraordinary shock or violence ; but in 
1 753, undoubted signs of a coming storm became 
discernible. Exchange fell three per cent, below 
par, and the house of Commons instituted inquiries 
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which led to a dedaration upon its part, that the 
piq>er in circulation far exceeded the capital of 
those who issued it, and also the just proportion 
which the quantity current ought to bear to the 
national ef)ecie. Importing merchants, it was as- 
serted, obtained credit without having property, 
and by forcing trade, increased the receipts of the 
treasury, while they were really diminishing the 
wealth of the kingdom. This exposure doubtless 
led to the heavy bankruptcies that quickly followed. 
In March 1754, Dillon and FarrelPs Bank closed; 
daring the same month of the year following, 
Wilcox and Dawson failed ; and the partners in 
the firm of Lennox and French absconded. Dis- 
tinct acts of Parliament passed for the settlement 
of these reverses, but public and private credit 
continued to droop until 1760, when both fell 
prostrate, and the whole country was reduced to 
one level ruin. Three Banks failed in DubUn — 
GlementX Dawson's, and Mitchell'^s— and three 
that remained solvent refused to discount a bill. 
All monetary transactions ceased, and a dead stop 
was put to every description of business: ulti- 
mately only two Banks were left in Dublin, namely, 
Messrs. Latouche's, and Gleddowes\ afterwards 
Newcomen's. PubHc meetings were held, Parlia- 
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ment was petitioned, and the decay of manufac- 
tures and the sunken credit of the nation were 
piteously set forth, and eloquently deplored. A 
Committee of Inquiry having been appointed, it 
was resolved, that the complainants had proved 
their case, and that the quantity of paper in cir- 
culation (in consequence of the bankruptcies, it is 
presumed) was not near sufficient for trade and 
manufactures. It was consequently proposed, and 
ultimately agreed, that Parliament should under- 
take to support the still subsisting Banks to the 
amount of 50,000?. each. Bankers^ notes were 
also received, by virtue of a special proclamation, 
as cash, from the contractors to a loan which 
Government was then raising, and thus a tempo- 
raiy succour was extended to the general distress. 
There was another panic in 1770, and the lord- 
lieutenant, nobility, principal gentry, and merchants 
found it necessary to come forward and publish a 
declaration, in which they pledged themselves to 
take the notes of Messrs. Latouche, Messrs. Gled- 
dowes and Newcomen, Messrs. Findlay and Co., 
and Messrs. Dawson, Coates, and Lawless, — then 
the Bankers in Dublin *. During the same year a 

'^ One Bank had started in 1758, and failed during the same 
year, after a butterfly existence of four months. And yet this 
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bankruptcy law was passed, for the first time, in 
Ireland. And thus closes all that the progress of 
Banking in that country offers for observation pre- 
vious to the institution of the Bank of Ireland. 

I now come to the second period of Banking in 
Ireland, commencing with the establishment of the 
Bank of Ireland, — ^a chartered monopoly closely 
resembling, in its constitution, powers, and privi- 
leges, the Bank of England, and vested with an 
exclusive range for its operations of fifty Irish 
miles — equal to sixty-five English — round Dublin. 
So long as Ireland had a separate government, a se- 
parate parliament, and a separate civil and financial 
administration, there might have been some show 
of reason assignable for the maintenance in that 
country of a favoured body like that of the Bank of 
Ireland corporation ; but once the Union between 
England and Ireland took place, and there was 
a consolidation of the exchequers and public offices 
of the two countries, we are at a loss to discover 
sufficient grounds for continuing the immunities 

was a Bank of great names, for its partners were the Right Hon. 
Anthony Malone, the Right Hon. Nathaniel Clements, and John 
Grore, Esq., whose practice was to give receipts for money depo- 
sited, payable seven days after demand, with interest, to commence 
three days after the date of the receipt, at the rate of tenpence a 
week for every 100/. 
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a; Ainoc ':^i 'Sbt -^unn-iiMas^ hat hj na mam 
VsK&aL 3L ft .x-TT»!s*7i&aBc il[|^ni^ to Ae UA 

In cite CmnMw Ri«oi?ffi «a Jcint-aAodk Bhdk% 
1S37. A?oifQi£L p. 1^4. tk»e k an " Ah^bcmAd 
tk Acu 'j/ P^rcftSKBS reittBir to the Bi^hte«l 
Pmieee» of tae Badk cf Iidud."* In tUs doflft* 
Bnn we kam. c las tW cbancr was gmnted in 1 Tti, 
fuaaaBX u> 21 and ±f G«o. III. c. IS^oftlie IiU 
PaiibiDent. rede^mahte oo tbe expintkio of twdvB 
montks* notke, to be grnen after Jannaiy^ 179^ 
and oo r epaiuimi of the sum adTvooed to Goien- 
meat imder the Act namdv, 600,000/. Irish, being 
tbe ori^Dal Bank capital. In 1791 the charter was 
extendttl or renewed, by the 31st Geo. III. c. 22, 
until the expiration of twelve months^ notice, to be 
given afler 1st Januar}*, 1816. and on repayment of 
the 600,000/. Irish, and all interest. 

This Act authorized an increase of 400,0007. 
Irish to the Bank capital, by subscription ; which 
was subscribed accordingly, but not advanced to 
Government. It also enacted, that in considerar 
tion of the power given to increase the Bank capi- 
tal, the Bank should pay to Government a sum 
agreed on with the lord-lieutenant; and 60,0007. 

3 
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Irish were accordingly paid in two instalments. The 
S7ih Geo. III. c. 50, authorized the Bank in 1 797 to 
increase its capital by subscription, in the further 
sum of 500,000^. Irish, which was advanced to Go- 
Temment. The 48th Qeo. TIL c. 103, increased the 
Bank capital, in 1808, 1,000,000/. Irish. 1,250,000/. 
Irish was then advanced to Government, and the 
charter was extended or renewed until the expira- 
tion of twelve months' notice, to be given after 
1st January, 1837. By this Act the Bank consented 
to continue the management of the then public 
debt in Ireland, and of all future loans to be thence- 
forth made for the service of Ireland, /r^ of charge^ 
during the continuance of their charter. In 1821, 
the 1st and 2nd Geo. IV. c. 72, authorized a further 
increase of capital of 500,000/ Irish, making the 
whole 3,000,000/. Irish ; and this 500,000/. Irish 
was advanced to Government. By this Act Bank 
of Ireland notes were agreed to be received in pay- 
ment of the Government revenue ; and the Bank 
consented to a restriction of its privileges, (pre- 
viously secured, till 1838, by the Act of 1808,) so 
far as to permit Banking companies and copartner- 
ships consisting of more than six persons in number, 
residing and having their houses of business at a 
greater distance than fifty miles from Dublin, to 
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laBiie notes, payable on demand, without that dk- 
tanoe. And it was expressly enacted, lliat no-fius 
ther privilq^ should be granted to any copartner- 
ship or sodety of persons whatever, prefions to the 
1st of January, 1838, contrary to the provisions of 
the Bank Acts then in force, save the privilege to 
such copartnerships of suing and being sued in thd 
name of a public officer, should Paiiiament think 
fit to grant such authority. 

Two or three Acts have psssed since the date of 
this return, for the purpose of postponing definitive 
legislation on the subject. The only provision m 
them claiming particular notice, was one which in 
1841 reduced to three and a half per cent, per annum 
the high' rates of interest so long received upon the 
capital advanced to Government, and left the char- 
ter to be dealt with concurrently with that of the 
Bank of England. 

Upon the suspension of cash payments, the Bank 
of Ireland, like the Bank of England, manufactured 
money to an enormous extent. In 1797, when that 
license was made law, the circulation of the Bank 
of Ireland amounted to no more than 621,917^.; 
but in 1808 it attained 2,827,000^., and proceeded, 
still rising rapidly in amount, until the average, in 
3809, was 3,068,100?.; in 1813, 4,212,600?.; in 
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1821, 5,182,600;; and in 1825, 6,309,300/. The 
reader will not fiiil to observe, that the years 1810, 
1820, and 1825, during which the average circula- 
tion was higher than at any preceding period, were 
years of panic and deep commercial distress. But 
however other persons may have sufiered, the Irish 
Bank proprietors were in the uninterrupted enjoy- 
ment of good fortune. In 1797 their dividend was 
six and a half per cent. ; and no sooner was the 
restriction from cash pajrments declared, than the 
copartners received a bonus of 125,000/., being 
twenty-five per cent, on the increase. In 1803 the 
dividend was seven and a half per cent., and the bonus 
75,000/., being five per cent, on the capital ; and 
a bonus thence continued to be given almost yearly, 
until 1815, when the dividend rose to ten per cent., 
at which rate it continued until 1830, when it de- 
clined to nine per cent. ; and to eight per cent, in 
1837. 

It appears by the Commons^ report of 1804 on 
the circulating paper of Ireland, that before the 
fiank of Ireland entered upon its unrestrained trade 
in paper money, in March, l797^ the exchange 

' Report on the circulating pat)er, specie, current coin, and 
exchange of Ireland, pp. 7 &iid 8. Ordered to be printed, May 
and June, 1804 ; and reprinted, May, 1826. 

a 
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was, and had for a long time previously been, in 
favour of Ireland. 

The exchange began to rise in 1799, and the 
circulation of the Bank of Ireland was concomitant^ 
and extended with it. Upon comparing the issues 
of the Bank of Ireland with the rates of exchange, 
a strong presumption arises of the connexion be- 
tween an increased issue and a high exchange : for, 
in March, 1797, the paper of the Bank was be- 
tween 600,000^. and 700,000?. ; and exchange in 
Dublin, 5^ to 6|. 

April, J 801, paper was • £ 2,266,000 

and exchange rose from llf to 13. 

January 1, 1804, paper was . . '2,986,999 
and exchange rose to 17 and 18. 

This Committee hesitated to assert that the 
evidence before it clearly proved that this increase 
of Bank of Ireland paper facilitated or encouraged 
the increased issues from Private Banks. The 
members deemed it necessary, however, to call the 
attention of the House to some remarkable facts, 
which, as they observed, afforded some proof that 
both the cause and consequence really and truly 
were as had been suggested. 

In the year ending March 25, 1800, the number 
of Bankers issuing notes in Ireland was . 11 
3 
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Januaty, 1801 
1802 
1803 
1804 



» 



» 



»> 



23 
29 
30 
40 



Again, the number of notes paying duty, in the 
like periods, was, 



1800 

i»oi 

1802 
1803 
1804 



lid J 
148,112 
245,673 
941,894 
823,673 
1,110,217 



3d, 
198,361 
147,211 
196,108 
204,940 
256,801 



4d. 
104,248 
65,201 
95,600 
67,594 
90,265 



The Committee indulged in no strained inference 
from this state of things, when it maintained that 
the high rate of exchange against Ireland at these 
periods was '^ a sufficient presumptive proof of the 
depreciation of paper ; and that this depreciation 
was in itself also a strong presumptive proof of an 
over quantity of paper being in circulation.'" 

If we estimate the total gains accruing to the 
Bank of Ireland, from the suspension of cash pay- 
ments, upon the principle applied to the Bank of 
England, by the Lords' Committee in 1826, we 
shall find the result nearly as follows : — 
Annual dividends as per returns to 1821 £4,736,085 
Declared bonuses „ „ 1,225,000 

* The existing law required aU notes under three guineas to be 
issued on a l^d, stamp ; under 10/.^ on a dd, stamp ; under 50^.^ 
on a 4d. stamp. 

B 2 
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Surplus asBets „ ^ 1,214,800 

Increased value of Shares „ 4,185,000 



Total gains on a capital of 3,000,000 11,361,650 

The example set by the Bank of Ireland, in cre- 
ating immense quantities of paper-money, prompted 
the private Banks to pursue the same reckless 
course. '^ These increased issues,^^ says Sir H. Par- 
nell, now Lord Gongleton *, ^^ led to corresponding 
increased issues by the private Banks, of which the 
number was fifty in the year 1804. The conse- 
quence of this increase of paper was a great depre- 
ciation of it ; the price of bullion and guineas rose 
to ten per cent, above the Mint price ; and the 
exchange with London became as high as eighteen 
per cent., the par being eight and one-third. This 
unfavourable exchange was afterwards corrected; 
not by any reduction in the issues of the Bank of 
Ireland, but by the depreciation of the British cur- 
rency in the year 1810, when the exchange between 
London and Dublin settled again at about par. 

" The loss that Ireland has sustained by the 
failure of Banks may be described in a few words. 
It appears by the Report of the Committee on Irish 
Exchanges, in 1804, that there were at that time 
in Ireland fifty registered Banks ; since that year 

® Obserratioiis on Paper-Money. 
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a great many more have been established, but the 
whole have failed one after the other, involving the 
cowitry from time to time in immense distress, with 
the foUowing exceptions : first, a few that withdrew 
from business; secondly, four Banks in Dublin; 
thirdly, three at Belfast ; and lastly, one at Mallow.*" 

Even these few exceptions have been further di- 
minished since the publication of the ^* Observa- 
tions ^ from which this quotation has been taken. 
The Mallow Bank of Messrs. Delacour has failed ; 
the four private Banks of Dublin have been reduced 
to two, namely, Messrs. Latouche'^s and Messrs. 
Ball^s; while the three Belfast Banks have been 
converted into joint-stock enterprises, respectively 
named the Northern, the Ulster, and the Belfast 
Banking Companies. 

In this extremity, and not before, the Govern- 
ment of Lord Liverpool determined to try the 
experiment of joint-stock Banks in Ireland, as well 
as in England; and the Bank of Ireland, upon 
being allowed to add half a million to its capital, 
parted with so much of its monopoly as enabled 
Banking Companies with more than six partners to 
carry on the business of Banking at a distance of 
fifty Irish miles from Dublin. This was effected 
by the 1st and 2nd Geo. IV. c. 72, upon which, 

b3 
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Dublin alone, with its circle of fifty miles, exelu- 
'nvely to itself, but it reigned paramount over the 
whole island also. Nevertheless, during that long 
fl^ries of years, it never once extended itself into 
the Provinces — ^it set up not a single branch Bank; 
it left the country entirely dependant upon the 
eirculation of private Banks, although the great 
majority of those concerns were well known to 
possess no adequate means, and the failures tliat 
ultimately took place amongst them, entailed on 
the public, losses estimated at the amount of 
twenty millions sterling ; and yet, during this long 
interval, in the presence of these heavy sufferings, 
the Bank of Ireland confined its operations to 
Dublin. But the moment the urgency of the cir- 
cumstances invited others into the field — ^as soon 
as London capitalists published a prospectus, in 
which they promised to afford certain towns in the 
country parts of Ireland that accommodation which 
the Bank of Ireland had so long denied them, the 
Bank at once set up an opposition in those very 
towns, and resorted to every means within its reach 
to embarrass and defeat the new adventurers. It 
thus not only refused to do the good required, 
when it alone had the power, but it laboured to 
deter others from rendering it, even when the 
Legislature had specifically interfered for the pur- 
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thej are infinitely surpaased in wildness and incon- 
sistency by the chance medley produced by sub- 
aeqnent events. Not only before' the Bank was 
chartered, but even before the suspension of cash 
payments, the business of Banking in Ireland was 
principally confined to Dublin. There were not, 
in 1797, more than half-a-dozen Banks* in the 
South of Ireland, and none in the north or west ; 
but after that year almost every place had its 
Bank, and every conceivable mode and device for 
circulating money were resorted to. For instance, 
Wexford, a small town, which, even in 1821, had 
a population of only 8,326 inhabitants, and a pro- 
portionately limited trade, had, between the years 
1800 and 1804, no less than seven Banks. The 
fate of such commercial establishments will be 
conjectured at once: — five failed rather quickly, 
and one gave up business. Two new ones imme- 
diately started to fill the vacuum thus created, 
which soon after shared the fate of their prede- 
cessors. Of the whole number, only one, that of 
the "Messrs, Redmond, conducted business with 
honour and profit. It was the earliest of the 
Wexford Banks, and about the last private Bank 
that existed in Ireland. 

> Namely, three in Dublin, three in Cork, one in Clonmel, one 
in Limerick, and one in Waterford. — Lord** Committee on droula- 
tion, 4[e, 1826, Evidence of J. Roche, Esq., p. 52. 
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each putting off his own commodity as best he 
might. Their favourite issue was not promissory 
notes, but post bills, at ten days' sight, which, 
being generally unaccepted, were paid, if at all, at 
convenience. But the mischief did not rest with 
the multitude of Bankers. Besides the fifty private 
firms already spoken of, ther6 were as many as 
295 petty dealers and chapmen, grocers, spirit 
dealers, apothecaries, and shopkeepers of all sorts, 
inundating the country with a species of I. 0. U., 
called silver money, which was a direct violation of 
the law, and ranged in nominal amount, from three- 
pence-halfpenny to ten shiUings. This fraudulent 
paper was principally spread over the south and 
south-west of Ireland, which further suffered under 
an enormous distribution of forged notes, the un- 
lettered population being, in that respect, easily 
imposed upon. In the north a more cautious and 
better informed people eschewed these evils for 
some time, and insisted upon a circulation of 
guineas, which they amassed, and retained to a 
large amount until the suspension of cash payments 
by Act of Parliament, and the tardy introduction 
of Banks into Belfast, so recently as the year 1808, 
gradually drove all gold out of the country. 

At this period, 1804, guineas bore a premium of 
ten per cent., and the rate of exchange was 1 71. 1 2^., 

£ 6 



372 MASK or imm^^m abifses. 



or M. ^ W. agMKi Ifdwi; bai thoagh fomal 
eeanne aod fmbfie eipmi e were tried, they &ied 
to witigilf the exorfaitmiii eirib wfaidi the Bank 
■n a npnl j rrwriraipd to ei^eiider. The Bepcnt of 
the Cn— nittfe, winmdj qiooted, exhiUted, in the 
Most &ect maniMT poHBiMR, and upoo the most 
HwxeepCaoBtthle aothority, the aboBes eoamiitted 
lij the Bbnk of Iiebod, op to that period, in the 
■aniifactmi] of paper mooej; hot the Bank, in- 
atead of taking the rqvorf as a wammg, acted 
npoo it as an eDOOongement to pefsevere, and 
nearif trebled, in thediort tenn of aixte^i years, 
the flom of the miadiirf it had be^i denoonoed for 
producing. In 1810 its circnlatioa rose to more 
than 3^000,000/^ and there i;^^ a panic ; in 1820 
it exceeded 5,000,000, and there was another panic. 
Then began an accumulative series of those rapid 
£sulares which seem to be known to no other 
conntrr, and which spread indescribable calamity 
and consternation over the whole surface of the 
island. In the month of June the Banking firm 
of Roche and Co., of Cork, failed; and on the 
same morning, that of Leslie and Co. suspended 
paMnent in the same city. By the next Saturday, 
Messrs. Maunsell, of Limerick, had closed their 
diX>rs. These embarrassments were quickly fol- 
lowed by the stoppage of Messrs. Riall, at Gonmel; 
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Sause, at Garrick-on-Suir ; Newport, at Waters 
ford ; Loughnan, at Kilkenny ; Alexander, at 
Dablhi ; until, within a single month, eleven Banks 
had 1>roken, and in the whole South of Ireland, as 
previously stated, there remained open only two 
houses — Messrs. Delacour, at Mallow, and Red- 
mond, at Wexford ^ 

When, to this intolerable load of misfortune, we 
have added the character of the successive bank- 
ruptcies that make it so lamentable, and have 
shown that the sums for which they took place 
were generally as heavy as the failures themselves 
were frequent, we shall have concluded our review 
of the second stage of Banking in Ireland. For 
this purpose, it will suffice to refer to a few cases. 

^ Severe as the distress of all classes was, at this juncture, it 
gave rise to some ludicrous incidents. While it lasted, a gentle- 
man in Cork wanted a leg of lamb, and offered a five-pound note 
for it, which was refused. In Limerick, a country gentleman, 
with 1,50(^. a-year, had sent invitations out for a dinner party 
the week the Banks broke, and considered himself most fortunate 
on finding amongst his notes one Bank of Ireland note for ten 
pounds. No one doubted the goodness of the note, but no one 
could give change for it. Ten pounds, in gold or silver, were not 
in the county ; and as for credit there was none to be had. In 
this extremity, with money — which was not money— and without 
credii, having tried butcher, baker and confectioner, in vain, the 
gentleman gave up the idea of his dinner party in despair, and, 
wrote to his friends to keep the engagement standing until — he 
oould procure cash or credit for a ten-pound note. 
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Wakefield relates, that the debts of one of the 
Banks at New Boss, the population of which must 
then have been under 4,000, Messrs. GolelougVs, 
came to 200,000/. According to the same autho* 
rity. Cotter and Keller, of Cork, stopped payment 
for 420,000/. Sir J. Newport, Bart., when ex- 
amined in 1826, before the Lords^ Committee on 
the Circulation of Promissory Notes in Ireland, 
asserted that Williams and Finn, of Dublin, failed 
for 300,000/., without having ever been worth 
1,000/. Half a million was computed as the sum 
that would about cover the issues and liabilities 
of the Messrs. Alexander, of Dublin. The state- 
ment of the affairs of the Messrs. Roche, of Cork, 
was laid before the Committee just mentioned, and 
affords, perhaps, the most correct exhibition which 
it is possible to cite, of the series of transactions 
to which it belongs. 

We have now to pass on to the third and last 
stage of Banking in Ireland ; omitting, as alto- 
gether uncalled for and superfluous, a single obser- 
vation to point out how much worse than even the 
preceding bad state of things, was that which, 
under the fatal superintendence of the Bank of 
Ireland monopoly, produced copper and silver 
notes, I. 0. U's, for all amounts ; the panics of 
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1804, 1810, 1814, and 1820; the stoppage of fifty 
Banks in forty years, and the loss of millions which 
it is impossible to calculate. 

In sketching the rise and progress of joint-stock 
Banks in Ireland, the Report of the Commons^ 
Select Committee on joint-stock Banks, in 1837, 
is the principal guide and authority to be followed. 

The first jointnstock Banking Company estab- 
lished in Ireland, after the passing of the 6 Qeo. 
IV. c. 42, was in Belfast, where the Northern Bank- 
ing Company, founded upon a private Bank of the 
same name, commenced business January 1, 1825. 
Its establishment, in 1836, stood thus : — it had ten 
branches, varjring in distance from six to sixty 
miles from the central office. Its nominal capital 
was 500,000;., in 5,000 shares of 100^. each ; all 
of which had been subscribed for, though only 
4,889 had been allotted. The paid-up capital was 
122,275^, produced by three calls, amounting to 
27/. Is. Sd. Irish, or 25/. British. No shares had 
been forfeited. There had been five per cent, 
dividends paid yearly until 1835, when six per cent, 
was divided; seven per cent, in 1836, and eight 
per cent, in 1837 ; besides a bonus of 21. 198. l^d. 
per share, in September, 1827; and another, of 
two pounds a share, in September, 1832. The 
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paid-up eapital. This left the balance of undivided 
profits, 28,871 JL 11«. 2J., and the business of the 
Cwnpany stiU increasing. 

The Hibernian joint-stock loan and Banking 
Company, began business in June, 1825, under a 
special Act of Parliament. It has no branches ; 
its capital is 1,000,000/., in 10,000 shares, of 100/. 
each ; the whole of which were issued : 250,000/. 
have been paid up, in calls of 15/. per share, 15th 
July, 1824 ; 10/. per share, 30th August, 1824 ; 
and, December 27, 1825, eight and one-third on 
the above, to assimilate the currency. 

At the half yearly meeting of the proprietors, 
Dec. 6, 1841, the statement of the property of the 
Bank set forth, was as follows : 

£, 8, d. 

Assets 423,063 19 10 

Liabilities .... 127,897 1 11 



295,166 17 11 
Paid up capital . . 250,000 



Profits and rest . . 45,166 17 11 



The report recommended a dividend of 5 per 
cent, out of actual profits. 
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n* BHt AonAag of the Irish joint-stock 
^hafa a 1km P)i>iimwl, vUch began to form its 
•rtiyUaaM M Um- cod of l$i4. aod opened its 
tal knMh at Cork, to ^tember, lSi5. Id 
laaS ii Inl itinT-three btaacbes, in Ireland, the 
■iA af ili Wiiiw mum htiag is London. Its 
mmhI afM M i,000.000f^ in 20,000 sh^«s, of 
IML iM^ tt* iriiult of wliidi have be«D issued, 
SSt lam hMB ptH op od wch, with the excepUou 

. Tktmkdhhlfud. di-clatvd iu Midsununer, 182G, 
.«M tH^ par t«Di^ wtiicb cootioii^ at the same 
■*• aMi Midsummer. 1>m1. when it was raised 
to fire pn- omt; m 1833, to six; in 1834, to 
aeTeo ; and. in 1833, to ^fat per cent. The deed 
of settlement bears date August I, 1835, and 
was signed bj 6Si shardioldera. The Bank holds 
1,398 of ita ovm shares, bat had rarely made 
advanoes, soleljr on that description of property, 
without taking collateral security. It has no post 
bills, and its fffomisaoiy notes are all payaUe at 
the r«fi^>e«tive places of issue. The interest on 
balances or deports varies according to agreement, 
from one to two and a half per c^it*. 

* CxmoMna' Rapwt, 1837) Appendix I. p. 8S. 
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Besides these details, some further information 
seems to be desirable respecting the proceedings of 
a company which, for the magnitude of its business 
and the consideration it has always stood in, cannot 
be regarded as second to any similar institution in 
the sister country. The general sense entertained 
of the want of such a Bank ; the large sum of ready 
money — 300,000?., which was increased to half a 
million in the course of two years — ^with which the 
directors presented themselves to the Irish public ; 
the rank and reputation of the members of the 
board, which included several first-rate London 
Bankers, some members of the Administration of 
the day, and members of Parliament distinguished 
for their abilities and knowledge of Irish affairs ; 
the politic exhibition of eminent men of different 
political opinions co-operating cordially for commer- 
cial purposes; — all these rare and happy coin- 
cidences gave a high value to the Provincial Bank 
in the eyes of the agricultural and trading interests 
of Ireland, and drew a proportionate extent of ex- 
cellent business, which the consistent manner in 
which its operations have been conducted, has pre- 
served to the present day. In 1827 a very favour- 
able privilege was conceded to it by Government, 
— the revenue of the Irish excise, stamps, and post- 
.oflSce, being ordered to be paid into its branches 
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beyond the circle of fifty nules round Dablin, re- 
served to the Bank of Ireland. In return for this 
concession, the directors undertook to keep at their 
branches, at all times, a specific proportion of gold, 
according to their circulation. Confidential returns 
of this fund were said to be made, from week to 
week, to the chancellor of the exchequer for the 
time being. 

This Bank has distinguished itself by the spirit 
and effect with which it has resisted repeated runs 
upon its branches, particularly in the years 1828, 
1830 (twice), 1831, 1833, and 1836. The severest 
of these was that in 1828, when the directors sent 
no less a sum than 700,000?. to Ireland in gold. 
They give cash credits on the Scotch system, and 
have discounted bills for sums so small as ten 
pounds and five pounds ; though the practice is one 
they would not encoumge. In 1836, 4,000 shares, 
of ten pounds each, were distributed amongst the 
proprietors out of the reserved profits ; and at the 
same time the directors took power, not as yet 
exercised, of issuing 16,000 shares, of ten pounds, 
in the event of their deeming an increase of capi- 
tal desirable. The rate at which the business 
and profits of this company have prospered, may be 
inferred from the gradual increase of the amount of 
undivided profits, which, according to the annual 
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reports, stood, in 1828, at 16,900/.; in 1829, at 
19,500/.; in 1833, at 50,198/.; and in 1836, at 
124,355/. 

By the account submitted to the last yearly 
general meeting of the proprietors, in 1841, the 
amount of the rest or undivided profits on 28th of 

March, 1840, was ^6101,178 6 8 

From this sum there has been de- 
ducted the amount of two divi- 
dends since paid ; namely, at 
Midsummer, 1840, four per 

cent 21,600 

At Christmas, 1840, four 

per cent 21,600 

43,200 

Leaving the sum of 57,978 6 8 

To which are to be added the 
amount of the profits for the 
year ending March 27th, 1841, 
after deductmg all expenses, and 
providing for all bad and doubt- 
ful debts 47,513 10 11 

Remains, amount of the rest or 
undivided profits on the 27th of 
March, 1841 105,491 17 7 
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of the joint-stock system, under very trying cir- 
cumstances. The fact that it had to suspend 
pajrment, towards the end of 1836, after having 
vainly implored assistance from the Bank of Ireland, 
has already been stated. In 1837, a bill for its 
dissolution was presented to the house of Commons, 
at the instance of a portion of shareholders, prin- 
cipally located at Belfast and the north of Ireland, 
who displayed, in the various efforts resorted to 
for the purpose of carrying their point, a pecu- 
liarly Irish determination, wild and vehement. The 
Court of Chancery, in Ireland, was concurrently 
appealed to for the same object ; but both applica- 
tions were unsuccessful ; and, after a year misspent 
in unseemly disputes and unwarrantable litigation, 
both highly injurious to the reputation of the 
establishment, and not a little expensive, the direc- 
tors announced officially that an amount of liabi- 
Uties exhibited in former accounts, to the extent 
of 800,000?., had been paid off, with some trifling 
exceptions, during the year, and that the total 
remaining assets of the company were 277,071?. 
14*. 9rf., leaving the gross loss, consequent upon 
the suspension of business, 48,812?. 5^. Sd, After 
this wonderful recovery, the directors began busi- 
Xiess again, but with no better success than of old. 




. Tbey WM* obliged to stop a second lime in 1841, 
and u« now understood to be wioding up thfir 
■ftin ih the nitdiit of not a little law, originating in 
ontataodiii); debts to the amount of about 70,000^. 
The National Bank of Irelaud started in January'. 
ISSfi ; and wit)i the Provincial Bank has non 
the tmdiKpntt'il range of a considerable est«nt of 
eoonby. Itn original and it present constitution 
inn difr not. To explain this, it is neceasarj'to 
, tli.it tlio Hank at first consisted of two 
the l-lnglisli and Irish shareholders; the 
liiciner of whom, when a branch was formed in 
InLUid, contributed a rateable sum, according to 
thlt Bubst'ribed on the spot, and drew one half the 
profits ; eo that the capital of each brant^ of the 
National Bank was a partnership between the Eng- 
lish and Irish shareholders, each having a distinct 
stock. To remove inconveniences found to result 
from this state of things, the two stocks were cchi- 
Bolidated throughout all the branches but two, 
Glonmel and Carrick-oo-Suir ; at which the local 
Proprietors, who having been dividing six, seven, 
and eight per cent., and adding besides to. their 
reserved fund, refused to distribute the advantages 
they possess over the whole Proprietary, 

The National Bank of IreUnd felt ihs monetary 
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reverses of 1836, so severdy as not to make a 
dividend in 1837. In 1841, the state of its afi^rs, 
reported to the shareholders, was this : — 

£, 8. d. 

Undivided profits at December, 

1839 15,538 17 2 

Net profits for the year end- 
ing December, 1840 . . . 27,744 12 4 



43,283 9 6 
Deduct half year's dividend to 

the proprietors for Midsummer, 

1840 10,500 

Ditto for Christmas, 1840 . . 10,500 



21,000 
Leaving amount of undivided 

profits at December, 1840 . .22,283 9 6 



. According to this account, the net profits of 
1840, after defraying all the current expenses, and 
providing for bad debts, amounted to 27,744/. 
128. 4^., and after the payment of the increased 
rate of dividend for the year of six per cent., a 
surplus remained of 6,744/. 12^. 4e/., which added 

s 
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to the previous undivided profits, left a total of 
unappropriated profits of 22,283/. ds. 6d, to the 
credit of the reserve fund in December, 1840. 

The Royal Bank of Ireland, a discount and deposit 
Hank in Dublin, commenced business in 18^^6, and 
reported in 1 841, its paid up capital, 209,075/.' The 
profits of the year, deducting expenses and bad debts, 
were 14,591/. 14«. 9rf. out of which two half-yeariy 
dividends of five per cent, per annum were paid. 
This left a surplus of 4,137/. Ids. 9d. of which 
490/. Us. Id. was appropriated in part liquidation 
of " Bank premises'^ account, and 3,647/. ISs. 8d. 
added to the reserve fund, which thus amounted to 
1 7,022/. The dividend is five per cent, per annum. 

There are three' joint-stock Banks with head 
offices at Belfast, and numerous branches dis- 
persed over the country at distances of from sixty 
to ninety miles. The Northern Banking company, 
founded on a private Bank in 1825, has already 
been spoken of. The Belfast Banking company 
commenced business in 1827, has the same 
amount of capital and shares as the Northern, 
and 125,000/. paid up. Its dividends have been 
seven per cent, independent of 20,000/, distributed 

2 Produced from 30,000 shares of 50^. with 10/. paid up. 
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as a bonus. The Ulster Banking company took the 
field in 1837, with a nominal capital of one million, 
in shares of 10^. each, on which 204,325^. have been 
paid up. It has divided six per cent. 

There is another Bank in Ireland called the 
Tipperary joint-stock Bank. It is of recent origin. 
Its proprietary is small, and so is its business. It 
has three offices ; one in Tipperary, one in Nenagh, 
and one in Carrick-on-Suir. It issues no notes of 
its own, but discounts with Bank of Ireland paper, 
of which it is allowed a moderate supply, by special 
agreement, at the rate of three per cent, per 
annum. 

This sketch shows plainly enough that the gene- 
ral character of Banking in Ireland at present is 
good. The benefits conferred upon the country by 
the establishments I have described, are of incal- 
culable value. Ireland sufiered much from her pri- 
vate Banks, but she is now gaining considerably 
from her joint-stock companies, which, as a whole, 
are very well managed. In the north, manufac- 
tures are judiciously sustained, and have been 
greatly extended by the Belfast Banks. In the 
provinces of Connaught and Munster the Pro- 
vincial and National Banks afford liberal and legiti- 
mate accommodation to agriculture, and the staple 

& 2 
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trade of those improving districta. la DuUin, and 
fifty miles around, the Bank of Ireland reposes, full 
of wealth, in the profitable enjoyment of exclusive 
privileges, without making conunensurate exertions 
to stimulate the industry of the people, develope 
the resources of the soil, or extend and fructify 
the operations of commerce, either in that or any 
other division of the Island. 
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CHAPTER X. 

Gold and silver together the proper standard — Recommended by 
Locke, Adam Smith, and Ricardo — One Bank of issue a capital 
mistake — Gold considered as dead stock — New legal tender 
proposed — Its advantages summed up— Conclusion. 

My task is nearly completed. I have thus far 
sketched the history of the currency, and the pro- 
gress of Banking in England, Scotland, and Ireland, 
during the last fifty years. I have given an account 
of the extraordinary fluctuations, the fatal panics, 
and destructive failures, by which during that period 
commerce has been deranged and industry depressed. 
I have described the different principles and sys- 
tems of Banking in vogue, one after the other, and 
the effects produced by them. I have pointed out 
the comparative merits and defects of private and 
joint-stock Banking ; and I may now, I trust, ven- 
ture to draw some legitimate inferences from the 
past, and come to some positive conclusions with 
regard to the future. 

s 3 
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One of my first remarks at the beginning of the 
volume was, that our currency difficulties did not 
set in until we had changed the state of things on 
which Adam Smith founded his doctrines ; that 
state namely which gave the country a paper 
currency payable on demand in gold and silver. 
Now I propose to end as I began, and to submit 
that in that fact lies the root of the evil we have 
so long been ineiiectually complaining of. My fixed 
opinion is, that we never shall improve our condi- 
tion to any material extent, or in any permanent 
way, until we modify our standard, and again make 
both gold and silver a legal tender. With this it 
may be politic to couple another observation, and 
that without delay, lest some of my readers may 
fly away in terror, imagining that I am about to 
go the whole hog with Mr. Attwood. I mean 
however to do no such thing. I am not a man 
for extremes. The Attwood theory is an extreme 
— our actual system is an extreme — I am opposed 
to both. 

The modification I propose would be strictly 
reasonable, because it is perfectly natural. We 
have received from nature a plentiful store of 
silver, but have refused to avail ourselves of her 
bounty. We have gone further, and made a 
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pofiitive law against the use of it in a large 
amount. We have declared that it shall not be 
legal to pay a debt of five pounds in silver, and 
we have made another law to the effect, that it 
shall be legal to pay, and compulsory on all cre- 
ditors to receive payment of a debt of five pounds 
in a piece of paper, intrinsically not worth as 
many farthings ; and in this we persist, although 
we know that payment in gold of the Bank notes 
we have thus made a legal tender, while we have 
excluded silver, is impossible ; and that when- 
ever a general attempt is made to get gold for 
them, our whole monetary system becomes de* 
ranged, and we are reduced to the verge of na- 
tional Bankruptcy. Not even that one third of 
the sum of her total liabilities, which by her own 
rule of what is right, the Bank is bound to have in 
her vaults, has she been able for the last four years 
to accumulate. It cannot be denied that if the 
directors had been allowed to lay in the required 
amount in silver also \ the stock of that metal would 



1 In point of &ct, the Bank of England, on more than one 
occasion, has only been able to save herself from stopping pay- 
ments in gold, by the round about process of exporting and 
drawing against the silver which, at the moment of her greatest 
distress, was to be had in abundance in the home market. 

s 4 
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once set on foot. But if I were called upon to chooee 
between an unlimited and unrestricted right upon 
the part of all men to pay their engagements either 
in silver or gold, as they might find most conve- 
nient ; and a continuance of our present system, so 
changeaUe and oppressive, that nothing certain 
can be predicated of it, but that it is constantly 
sure to produce mischief of one sort or another, 
I would without hesitation prefer the double stand- 
ard. And for this sufficient reason : no difference 
likely to occur in the market prices of gold and 
silver could occasion greater fluctuations in the 
value of property, than those produced by the ex- 
pansions and contractions of the currency enforced 
upon the Bank of England by the vicious laws at 
present in force. On the contrary, experience has 
proved, that the variations in the price of silver are 
very slight. There is a return in the Commons^ 
report of 1841, which shows that the price of 
silver ranged no more than from three-eighths to 
seven-eighths of a penny in all 1 840 ; and there is 
another return, in the report of the preceding year, 
by which it appears that a corresponding steadi- 
ness of price has prevailed ever since 1828, with the 
single exception of three months in 1836, during 
which there was a decline from 58. O^d, to 4^. lO^d. 

s 5 
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per ounce. What is this compared with the variations 
in the circulation of the Bank of England, which at 
one time, in 1839, was about nineteen millions and 
a half, and at another period of the year following 
was down to sixteen millions seven hundred thou- 
sand ! In short, England is the only country in the 
worid, except Portugal, in which gold is the sole 
legal tender, and England is also the only country 
in the world in which monetary convulsions, heavy 
fidla of prices, and extensive bankruptcies, are 
calamities which recur so frequently as to consti- 
tute periodical results from fixed producing causes. 

I take two things for granted : first, that we can- 
not go on with the Bank of England constituted as 
it now is ; and secondly^ that the substitute of one 
Bank of issue, which has been proposed as a specific 
cure for the disorders engendered by the Bank of 
England, would rather aggravate than subdue our 
sufferings. 

We cannot go on with the Bank of England^ 
because both in point of fact, and in point of prin- 
ciple, it has been too often in the wrong ; — 1797, 
when it stopped payment for the second time ; 
1802, when it depreciated the currency 8^ per 
cent., and 1810 when it depreciated it 25 per 
cent.; the years 1782, 1792, 1826, 1836, and 
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1839, with their respective panics; 1825, when 
we were within a few hours of having neither 
specie nor acceptable paper ; the drains of gold in 
1832^ and in 1839, when but for the loan from the 
Bank of France there would not have been sove- 
reigns in Threadneedle-street to pay a shilling in 
the pound — these are the facts which forbid us to 
think of retaining the present constitution of the 
Bank of England. The discordant doctrines main- 
tained and enforced by different sets of directors, 
equally tend to shake our confidence in the wisdom 
of such a governing body. At one period its heads 
contended that they were not bound to look to the 
foreign exchanges when issuing their notes ; at 
another they were satisfied that those very ex- 
changes afforded the only safe rule for regulating 
their issues. The discounts of private paper, ac- 
cording to Messrs. Harman, Dorrien, and Haldi- 
man, are the proper means for managing a paper 
currency, and the worst according to Messrs. 
Horsley Palmer, and Norman. In 1832, a scheme 
of gold and paper kept in certain proportions, was 
proclaimed to be a certain safety-rule of manage- 
ment, but in 1840 was admitted to have its weak 
points, and not to be what had been pretended. 
Place these under whatever head you please in 

8 6 
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the calendar of error and misfortune, they have 
occurred too often, and proved too heavy, to be 
borne any longer with indifference. The idea of 
removing them by creating one Bank of issue 
only, appears in my view of the case a capital 
mistake, easy of detection, and by the simplest 
process. The object is to lessen the frequency 
and intensity of specific evils which have been 
pressing upon us for some years past, and for 
this purpose it is seriously proposed to increase 
the rigor of that very condition which is at once 
the source and seat of all we complain of. 

A slight reference to the course of events will 
demonstrate the correctness of this observation. 
In 1832 Bank of England notes were made a legal 
tender, for the express purpose of economising the 
use of gold, and keeping a sufficient reserve of that 
metal at all times in the country. This was the 
intention ; and how has it been realized I As an 
Irishman would answer — the other way. Within 
no period of the same length, since the resumption 
of cash payments, has gold been so often run for, the 
drain of it so heavy, and the stock so low, as from 
1832, when the legal tender clause was sanctioned, 
down to 1841. We had been badly off before, but 
we have been much worse since. To my mind it is 
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not difficult to account for this : we have been pro- 
ceeding for some time past upon an erroneous 
principle ; we have been pushing the policy of eco- 
nomising the use of gold to extremes ; we have been 
straining to secure all the advantages derivable from 
a gold standard, and, at the same time, resorting to 
numerous expedients for the purpose of rendering 
the use of gold as infrequent and unnecessary as pos- 
sible. This was a double policy, and far too refined 
for practical success ; with the one hand we made 
it desirable that gold should reach us, and with the 
other we sought to render its presence superfluous 
and unprofitable. The end of all this has been 
an involved and complicated state of things, so 
vexatious, precarious, and distressing, that we must 
get rid of the whole system altogether, or we stand 
but an indifferent chance of enjo}ring security or 
attaining durable prosperity. We have become 
extremely artificial, and have so refined upon refine- 
ment itself, that one half the property of the country 
is unsubstantial, and often exists only in name. « 
Banking is not exempt from the general law 
of business. Whoever embarks in that career 
requires the possession of property, and that pro- 
perty he is expected to invest 4n his business. 
He may trade on credit; but if he does, he is 
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money, there seems to me to be this leading error, 
— we argue of gold as if it was some natural 
element, the presence of which we can command 
by a certain process or combination of circum- 
stances : once these have been produced, it is pre- 
sumed that the object sought will be secured. 
Some political economists write as if gold could 
be made to come and go according to some fixed 
and unvarying law, such as that, for instance, 
governing the flow of water, which we know will 
always rise to its natural level, and float without 
injury objects of a certain weight and form. Mo- 
dem science, no doubt, has gone far and can do 
much, but it has its limits ; it may suggest im- 
provements in the use of things, but it cannot 
change their nature. Gold is a commodity, like 
com, wine, or wool, and it is nothing else. If we 
will trade in gold upon the tried principles and fair 
conditions we find it best to apply to all other 
articles, we shall not experience more than the 
average inconvenience and irregularity to which 
all commerce is exposed. So long as our mode 
of dealing with gold is different from our mode 
of dealing with all other things, we shall be sure 
to create difficulties for ourselves, and shall have 
no just ground of complaint^if we suffer from an 
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modem cabinet-maker, who makes twenty tables 
out of the log of mahogany which formerly only 
made one, and goes on veneering and veneering, 
until it has become a matter of doubt whether 
there is an inch of solid mahogany in any well- 
furnished house in London. 

Examining the question in this way, I can dis- 
cover no strong reason to show that a Banker 
ought to be protected and relieved from the first 
Aindamental principle by which we bind every other 
man of business. Trading is begun and carried on 
by converting property into, and always retaining 
a proper supply of, the stock or commodity to be 
dealt in. The shopkeeper has his stock of goods, 
the manufacturer his machinery and the material 
manufactured, the wine-merchant his wine : to call 
upon the Banker to provide himself with specie, 
is only to subject him to an obligation no other 
trader can escape. As to the formidable assertion 
that gold is dead stock, I have to observe, that 
every man must sink something in his business, 
and further, that all stock is dead when not acted 
upon. The Cadiz merchant, with one hundred 
butts of sherry in the docks, which he cannot sell 
in consequence of a glut or depression in the 
market, holds so much dead stock while this state 
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of things lasts. His sfaerry is his g<(^ and a pen*- 
tion of it is necessarily unprodiietiTe from time to 
time. It is so with all merdiants, and the Banker 
cannot reasonably claim an exemption fixim the 
general law of trade. 

Gold has been over and over again laid down, by 
the common consent of all the authorities i^ion tlie 
subject, to be a commodity itself; and to diflfer not 
in its nature or application from any other exchange- 
able commodity the world uses or knows of. Gold, 
being a legal tender, must also be a conunodity in 
which the Banker trades ; it is his stock and 
capital, just as com, wine, tea, indigo, and tobacco 
are the stock of the merchants dealing in those 
articles of consumption ; and the former cannot 
fairly claim to be allowed to do more than realize 
his profit or per centage upon invested capital, 
as every other trader does. He would be ridi- 
culed who would contend that a corn-merchant 
could do business without corn, or a tea-merchant 
without tea. Why not treat the Banker in the 
same way with regard to gold and silver, when 
we know that corn and tea, gold and silver, 
are exchangeable commodities, and a bill of ex- 
change given for corresponding portions of one or 
the other will differ in no respect. Is it not, 
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therefore, obvious that they should have no privi- 
leges one above another ? If a bullion dealer must 
have bullion, the Banker should not be exempt 
from holding gold coin as value for the paper he 
puts in lieu of it. The Banker will probably turn 
upon me here, and tell me, that if he does not 
keep gold, he keeps a legitimate substitute in the 
form of Bank of England notes. I answer, that I 
blame not the Banker but the svstem. The sub- 
stitute I know is lawful, and that is what I object 
to ; because experience tells me that the substitute 
really does not represent the amount of specie in 
lieu of which it has been issued, and that if half 
the men holding notes were to demand specie for 
them the Bank must break. 

Our policy has been to narrow the market for 
gold, and so to lessen the number and size of the 
channels in which it shall flow, as to pass through 
them the smallest possible quantity. The reverse 
of this, in my opinion, ought to have been done. 
Gold is never found in abundance, nor is it in- 
digenous in countries the inhabitants of which are 
numerous, rich, advanced in civilization, and stand- 
ing in need of numerous and expensive commodities. 
Unlike other minerals, coal and iron for instance, 
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it does not abound where there are good general 
commercial markets, to facilitate its pmx;hase from 
the resident inhabitants. Geology has gauged the 
coal stratification of England, has measured its 
depth and extent, and computed the supply in the 
bowels of the earth. We are certain that we shall 
have an abundance of coal to bum in England for 
centuries to come. But the countries in which 
gold is found have not been penetrated and ex- 
amined in the same way. We cannot tell what 
they contain, nor can we predict with accuracy the 
quantity they will furnish for any given period. 
Meantime society is increasing rapidly in numbers 
and in wealth ; every succeeding day gives birth to 
some new invention for multiplying the products of 
human labour by simplifying and expediting its 
details; manufactures are thus extended, trade 
and commerce quickened, the sphere of all business 
is enlarged, more money is made, and the want of 
more specie to represent that money is created. 
The property of the United Kingdom has been 
enormously increased during the last fifty years, 
and the trials and losses we have recently under- 
gone have proceeded as much from this as from 
any other cause, that there has been no supply of 
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gold equal to our increased property, while the 
supply of silver which might have answered the 
purpose has been senselessly thrown out of use. 

Under these circumstances we should seriously 
occupy ourselves, not in passing laws to make gold 
scarce, but to create a better market for it than 
now exists. We should not refuse to accept silver 
as the representative of our property, seeing that by 
that means we should sustain the value of all pro- 
perty, and preserve the general interests of com- 
merce from violent fluctuations. To accomplish 
these important results a few plain enactments 
would suffice, and I venture to name them. 

1. That her Majesty's Mint should be managed 
by three commissioners, who, like the judges of 
the land, should be well paid, and removable from 
office only by an address from the House of 
Commons. 

2. In addition to their present function of manu- 
facturing the current coin of the realm according 
to the standard fixed by law, the authorities of 
the Mint should be empowered to issue notes pay- 
able to bearer on demand, upon a sufficient deposit 
of gold and silver of the standard value. 

3. Notes of 51. and 10/. should be payaUe in 
silver only ; notes of 20/. and upwards in gold. 
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4. Power might be given the commissioners at 
those extraordinary junctures which will occasion- 
ally present themselves, when the superabundance 
of silver might happen to be very great, and the 
scarcity of gold extreme, to fix an agio to be paid 
by those who required the scarcer metal. 

5. Mint notes should be the only legal tender ; 
all Banks should meet their issues either in specie 
or Mint notes. 

I shall enter into no lengthened argument to 
recommend this plan. All men admit that there 
should be a reserve of specie somewhere, but there 
are few who agree in opinion as to the most effi- 
cacious means of insuring its presence when it is 
imperatively called for. I am for dealing with the 
difficulty by direct means, and in perfect good 
faith. I contend that we have been shirking it 
too long, and have only added to the weight of 
the burden, by vainly trying for fifty years to 
shift it from one shoulder to another. I would 
therefore abandon all indirect courses for the 
future. Every process that is unnecessarily arti- 
ficial, is radically vicious and defective, and only 
calculated to produce disappointment when ex- 
pectation is most intense, and the demand for 
relief most urgent. In a word, I would make 

3 
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sure of the specie required to pay every note put 
into circulation as a legal tender, and I submit 
that we should make sure of it by adopting the 
plan I have just recommended. It is no fair 
argument to say that the specie would be unpro- 
ductive in the Mint. It is equally unproductive 
under the present system in the Bank of England. 
]3ankers will be the first persons to exclaim 
against these propositions, because expense will be 
put upon them if they are obliged to find themselves 
in gold and silver. But that is one of the principal 
objects I have in view. I seek to create a general 
market for gold and silver, and to bring all dealers 
in those metals to it. It may involve expense, but 
whenever the cost of procuring gold and silver hap- 
pens to prove heavy upon a Banker, he will make up 
for the loss sustained in that respect by charging an 
additional interest in his rate of discount. A legi- 
timate check will thus be imposed upon over trading 
and excessive issues. The check, moreover, being 
applied in this manner to each locality, will always 
operate equitably. It will not straiten the means 
of a merchant or trader, in whose department trade 
is brisk, in order to arrest the career of speculation 
in quarters where there is no sufficient demand; 
it will not impoverish the agriculturist in order 
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to bring the too adventurous manufiMstiuner to Ui 
aenaes ; it will leave each branch of indastij, 
every deaeription of property free to obtain its 
representative as occasion may arise, and it wil 
generally equaliie prices and profits. 

Persons interested in keeping things as thejr aie 
nuy urge agiunst a trial of my pkn, that we should 
be as badly off for the precious metals even thoai^ 
it vrere adopted as we have been. To such rea- 
soners I reply, that it is natural to expect that the 
general law of commerce will prove true in this as 
in other instances, and that an increased market 
will produce an increased supply. To a certain 
extent the result I anticipate has been borne out 
by experience. In the remark from Adam Smith 
at page «54 of ibis volume, it is mentioned, that 
gold and silver became more plentiful in North 
America since the suppression of the paper cur- 
rency there. The same thing happened in this 
country when we returned to cash payments. 
The Bank of England was no sooner compelled 
to pay in gold than she accumulated fourteen 
millions. More recently the United States deter- 
mined to have a gold currency, and three millions 
readily found their way across the Atlantic for the 
purpose. 
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I respond heartily to the call made by Mr. Jones 
Loyd in his letter to Mr. Smith of Manchester, 
but I doubt extremely the virtue of his suggestion 
for realizing the admirable objects he desires to 
produce. " Separate/' he says, *' the management 
of the circulation, that is, in other words, the 
power of creating money from Banking business ; 
vest that power exclusively in one body ; make all 
its measures in that capacity perfectly public ; let 
not the borrowers of money, Government and com- 
merce, approach, with their dangerous and seductive 
influences, the creator of money ; but send them, 
where their application ought always to be made, 
to the subordinate distributors of it; let the 
manager of the circulation be raised above all 
reach, upon a solid throne of gold, and let him 
once for all drop his superfluous means into the 
public treasury, and thenceforth remain, like the 
sun in our system, by one never varying influence, 
regulating, controlling, invigorating every thing 
around him, but himself influenced and moved by 
none." 

I echo these sentiments ; I would realize these 
effects, and I submit respectfully but earnestly, 
that the means I would use for the purpose are 
much more likely to prove successful than those 

T 
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devised by Mr. Jones Loyd and the London 
Bankers. They would have but one Bank of issue, 
and divide the directors of the Bank of England 
into two departments, one for Banking, and the 
other for currency, under the hope, far too san- 
guine to be ever fulfiUed, that by separating the 
rooms in which their business is done, and assign- 
ing part to be done in one room and part in 
another, there would be a change in the views, 
actions, and effects of the same body of men. 
Mine is a much more simple and practicable idea. 
Mine only is the " sohd " throne of gold, for Mint 
notes would unquestionably express the values 
lodged against them, and be every one of them 
convertible at all times into specie. Grant this 
boon, and the Bank of England charter may be 
prolonged, and Government and commerce may be 
allowed to derive from that institution all the ser- 
vices they require and desire to enjoy, and it has 
a profit in afiPording. The public will be content to 
let the parties interested suit themselves in their 
transactions, when the effects produced by them 
will no longer be a national concern. 

There are two parties to the case, the public 
and the Banks. The argument and state of things 
most agreeable to the one is not the best for the 
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other. Between the two lies the jttste milieu. The 
Banker, taught to consider the gold and silver he is 
obliged to keep in his coffers so much dead stock, 
seeks to substitute paper for it. The public, sensible 
that the more paper is current, the more the stock 
of specie will be diminished, dread a dearth, because 
they know by sad experience that, when really 
wanted, it will not be purchasable, and the value of 
their property and its produce will be proportiona- 
bly deteriorated. The merit of a wise legislator will 
accordingly be displayed in avoiding extremes with 
either party, and providing, that while specie is 
economized by a sound paper currency, it shall not 
be exhausted. 
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